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Cost-cutting is a never-ending process of communication: It calls for a thorough, 


up-to-date knowledge of techniques and methods. Many of these 


for cost-cutters have been highly developed and tested. At AMA’s Special 


Manufacturing Conference, speakers from many types of industry will describe 


their successful methods your information and guidance. The con- 


ference program will concentrate on those departments directly concerned with 


reduction—production, accounting, and supervision—and with other 


departments like maintenance, traffic, warehousing, distribution, safety, which 





can make valuable contributions to the over-all cost i CUTTING | picture. 





As well, a complete morning’s program will be devoted to such techniques as 
Linear Programming; Value Analysis; Automation. 
A special cost-reduction handbook will be distributed at the 
conference—containing illustrated summaries of all confer- 
ence papers and feature-length articles on basic cost-cutting 


progroms. The handbook will be available only to those who 
attend the conference. 
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Who Is an Executive? 


Awonc THE ACHIEVEMENTS of Amer- 
ican business management over the past 
25 years there is an odd omission: U. S. 
executives have not yet come to agree 
on exactly what the word “executive” 
means. Some day a definitive answer 
may be produced, but it will have to 
come out of a minute study of what 
it is that executives actually do, day by 
day and hour by hour. So far, there 
has been very little of this kind of re- 
search into American management. 

Even within the ranks of manage- 
ment, the question of who is an execu- 
tive is grotesquely confused. A cor- 
poration may include on the “execu- 
tive payroll” anyone earning a salary 
as low as $10,000 a year, yet usually 
only a few top-ranking personnel are 
admitted to the “executive dining 
room,” and fewer still are invited to 
the councils of the “executive commit- 
tee.” On the other hand, many corpo- 
ration presidents hold that all men in 
Management are executives, and by 
management they mean everybody who 
supervises the work of others, right 
down to the foremen in the shop. 

It is clear that many in the upper 
ranks of business already have arrived 
at their own definitions. Fortune re- 
cently asked a large group of them to 
define what they mean by an executive. 
Out of 99 definitions offered, no two 
were the same; yet out of the total 
mixture of executive functions that 
were described or implied, or could be 
inferred from what the men said, there 


emerged this composite self-portrait: 

An American executive is a person 
paid for a full-time job in which he 
(1) directly helps to set his company’s 
objectives and over-all policies; (2) is 
required to make or approve decisions 
that significantly affect profits and 
future plans; (3) coordinates several 
major corporate functions, or those of 
a major division or department; (4) 
maintains and develops an organiza- 
tion of trained subordinates to achieve 
the company’s objectives; and (5) dele- 
gates responsibility and authority to the 
organization, and controls performance 
and results through at least one level 
of supervision. 

Despite the disparate ways in which 
the executive job was described by men 
in upper-management ranks, there was 
a surprisingly large area of agreement. 
The opinion of the majority was, in- 
deed, solid enough to develop these 
details in the composite picture: 

Only “a few at the top” in any company 
really function as executives. 


An executive operates on a higher level 
than a manager; and the positions of su- 
perintendent and supervisor generally rank 
below manager. 

The carrying out of policies set by others 
is the function of managers; indeed, this 
is one of the clearest distinctions that cor- 
poration presidents generally make between 
their own functions and the jobs performed 
by those below the executive level. 

The two actions most distinctively char- 
acteristic of the executive are setting com- 
pany-wide policy and making major de- 
cisions; and the executive job is an insep- 
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arable combination of these and 


functions. 

Yet not all those in the top brackets 
are ready to agree that an executive's 
functions can be clearly distinguished 
from those of his subordinates. A siz- 
able minority shares the view that all 
in management, from the president to 
the foreman, are executives in some 
degree. 

The majority of top-management 
men recognize that the executive job 
involves many different functions that, 
in combination, constitute a total job 
decidedly different from a manager's 
job. Moreover, there seems to be broad 
agreement on the relative importance 
of an executive's various functions. In 
the 99 definitions of an executive 
turned up by Fortune’s survey, there 
were described no fewer than 115 ex- 
ecutive actions, but these fell roughly 
into 10 wide categories, in the follow- 
ing order of frequency: 

1. Achieving the company’s over-all 
objectives. 

2. Planning, and setting policies and 
objectives. 

3. Making decisions, thinking, an- 
alyzing. 

4. Coordinating functions and peo- 
pie. 
5. Organizing and developing sub- 
ordinates, advising other executives and 
managers. 

6. Handling 
ling operations. 

7. Improving own capacities, lead- 
ing, setting an example. 


other 


subordinates, control- 


—PERRIN STRYKER. Fortune, 


8. Delegating, giving orders, work- 
ing through others. 


9. Exercising business 
performing a specialty. 

10. Dealing with the public. 

None of these categories of actions 
alone is uniquely characteristic of ex- 
ecutive work. What can make any of 
these actions distinctively executive is 
not the action itself but its combina- 
tion with other actions, and, in addi- 
tion, the degree of importance top 
management attaches to it. 

One of these other functions, of 
course, is the setting of over-all com- 
pany policies and objectives; top-man- 
agement men mentioned this activity 
even more often than they mentioned 
the making of important decisions. 
And of all the other functions they 
cited, three repeatedly stood out as 
also typical of executive work: coordi- 
nating, organizing, and delegating. 

In any particular company, of 
course, it is those who are operating 
as true executives who are in the 
best position to know whether a col- 
league is really doing executive work. 
To a full-fledged executive, a man with 
a large office, two secretaries, and a 
fancy title on engraved letterhead 
may appear as no more than a detail 
man working for the president. And 
though such insights are not openly 
discussed, those in the lower ranks 
of management usually have a pretty 
good idea as to who in their com- 
panies is in fact an executive. 

1955, p, 107:5 
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LEADERSHIP does not consist of calling names and desk-pounding but of 
something of the heart and head. If a man is sure of himself and the 
integrity of the processes he has used to reach his decision, he can be 


strong, but he can be mild. 
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AN IMPORTANT ANNOUNCEMENT 
TO OUR READERS... 


Beginning with the May issue, THE MANAGEMENT Review 
will appear in a new format, incorporating several extra 
editorial features as well as a completely redesigned internal 
layout. Among the conspicuous changes will be a new four 
color cover, improved paper stock, advertising, and new type- 
faces for easier reading. 


All these changes have been planned with a single purpose: 
to enhance THE MANAGEMENT Review's over-all usefulness 
to its readers. The basic digest character of the Review, 
together with all its present editorial features, will of course 
be retained. Each issue will continue to offer “the month's 
best in business reading,”’ selected from more than 600 different 
publications and presented in compact, easy-to-read digest form. 


A special section of the Review will, however, be given 
over to original articles on topics of timely interest to execu 
tives. Some of these articles will be staff-written; others will 
be prepared by outstanding management men and recognized 
experts in other fields. Several new departments are also being 


planned. 


These new features and other improvements have been made 
possible largely by the Association’s decision to open the pages 
of the Review to advertising, of a sort consistent with the 
Review's fundamental objective of service to its executive 
audience. This decision—which accords with the long-standing 
desire of many AMA members for an AMA advertising 
medium—will, it is hoped, increase the Review's day-to-day 
value as a practical guide for operating management. 


As new business conditions make increasing demands upon 
executives, the Review's services will continue to keep pace 
with its readers’ needs. As always, the Editors will welcome 
suggestions. We shall especially look forward to hearing your 
reactions to the May issue of the Review. 


—Tue Epirors 
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Big Business Is Stage-Struck 


American sales conventions are em- 
bracing the techniques of show busi- 
ness these days. The sales manager's 
annual speech is sometimes scored to 
music. Skits often convey a firm’s new 
policies and selling ideas to the assem- 
bled distributors, dealers, and salesmen. 
And the presentation of next year’s 
models may include a line of high- 
kicking chorus cuties. 

During the next 12 months 200 or 
300 firms—automobile and appliance 
manufacturers, sellers of cereals, gas- 
oline, hair lotion, cosmetics, automobile 
tires, whiskey, and beer—will spend 
$5,000 to $2 million each on costumes, 
scenery, music, transportation, theater 
rentals, original scripts, directors, and 


Broadway casts. 

These components will be assembled 
into revues, plays, musical comedies, 
or simple skits interspersed among sales 
talks by company officials. Some shows 


will be one-shot affairs. Others will 
tour the country on special trains. And 
each management expects its show to 
imbue its men with fierce loyalty and 
inspire them to great feats of salesman- 
ship. 

Shows produced with professional 
talent to put across a sales message 
are called “Industrial Theater.” The 
New York chapter of Actors Equity 
estimates that more of its members 
are employed in industrial theater than 
in the dramatic and musical-comedy 
shows on Broadway and on the road 
combined. 

Until three years ago there were 
only three concerns that made a busi- 
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ness of producing industrial shows, 
but there are now a dozen or so pro- 
ducers, ranging from small-time book- 
ing agents to big advertising agencies. 

Occasionally big names are used, 
but producers usually prefer competent 
actors not quite so well known. They 
fear that very big names might over- 
shadow the client’s product. 

One of industrial theater's main 
functions is to introduce a company’s 
new line to dealers in an impressive 
manner. A good example occurred 
last July, when 1,800 Lincoln auto- 
mobile dealers and their wives gathered 
in Detroit's Masonic Temple for the 
national sales convention. To open the 
show, an athletic dance team wearing 
exaggerated get-ups of the 1920's 
dashed into the center of an immense 
stage and began to sing: “Charleston, 
Charleston! Oh, won't you Charleston, 
Charleston with me!” There followed 
an hour’s musical revue with a Broad- 
way cast, including numbers from such 
shows as Fanny, Ankles Aweigh, Girl 
Friend, and Can-Can. There was a 
barn dance, a style show, and some 
songs about Lincoln cars. 

Over four months had been spent 
conceiving, writing, and producing the 
show. It was calculated to build the 
audience into a state of pleasurable 
anticipation for its first view of the 
1956 Lincolns and the $10,000 Conti- 
nental. Ford officials had a few words 
to say, but the big attraction for deal- 
ers was their first view of next year’s 
meal tickets and the show that intro- 
duced them. 





In years gone by, some firms tried 
to spark up their sales meetings with 
skits, songs, and stage effects by ama- 
teur talent recruited from their own 
employees. Most of them have now 
abandoned such shows. 

Ivan L. Wiles, general manager of 
Buick, reports that his division started 
employing professionals after several 
humiliating experiences at the hands 
of amateurs. “They were always put- 
ting me in the center of a stage with 
a wand in my hand,” Wiles recalls. 
“I was to wave this wand and clouds 
of colored smoke were supposed to rise 
from the floor. When the smoke 


—RuFus JARMAN. The Saturday Evening Post, October 22, 


cleared, next year’s model was sup- 
posed to materialize. But something 
mechanical would fail and neither 
smoke nor car appeared on schedule. 
“We have used touring professional 
shows to introduce our new models 
for three years now,” Wiles went on. 
“Attendance has doubled. It costs 
about $150 per guest, but regular sales 
meetings without the show would cost 
at least $120. Our average dealer sold 
$400,000 worth of cars last year. We 
figure we can afford to give the boys 
a show each year if it helps to keep 
morale that high.” 
1955, p. 18:6. Reprinted by 


special permission. Copyright 1955, The Curtis Publishing Company. 


Company Conferences: 


The Perils of Table-Sitting 


As U. S. business has grown bigger 
and more complex, it has become in- 
creasingly hard for executives to make 
decisions individually; more and more 
they tend to rely on conferences. Now 
many business men wonder whether 
management-by-conference has _ not 
been carried too far. Says a New York 
executive: “They keep you so busy 
‘familiarizing’ you with the ‘problems 
of the other fellow’ that you don’t 
have time to solve your own.” A 
manager of a big Eastern manufac- 
turing plant guesses that he spends 
65 per cent of his time in conferences. 
How much of it is usefully spent? 
Says he bitterly: “None.” Not long 
ago a Manhattan management con- 


78 


sultant flew to St. Louis for an im- 
portant conference only to find that 
nobody knew who had called it or 
why. 

Despite all the jeering and com- 
plaints, most business men agree that 
in a complex, highly diversified com- 
pany, conferences are essential. As one 
executive puts it, conferences can be 
“good for morale and give an increased 
sense of participation in policy- 
making.” Furthermore, decisions made 
by a group in which everyone under- 
stands the “why” of the decision 
have a better chance of being carried 
out as intended. 

But one big danger is that confer- 
ences will be used, not to reach deci- 
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sions, but to put them off. When a 
man runs up against a sticky problem 
there is always the temptation for him 
to appoint a committee or call a con- 
ference to get him off the hook. Says 
New York management consultant 
Everett Smith: “The average individ- 
ual is as happy as a clam to hide be- 
hind a committee.” A variation of 
the decision-postponing conference is 
the loaded conference. This is called 
after an executive has already button- 
holed the conferees, thus assured him- 
self that they are in agreement with 
him. Then a time-wasting formal con- 
ference is called, simply to hedge the 
executive against criticism should his 
decision later turn out to be wrong. 

Other conference faults are poor 
preparation and direction. 

To avoid these pitfalls, some com- 
panies have adopted what is virtually 
a conference manager. Standard Oil 
Co. of California, for example, got 
worried about the problem about 
12 years ago, and put Conference 
Organizer Lewis Purkey to work on it. 
Says Purkey: “It took me and my 
staff three weeks just to find out how 


—Time, December 


many committees we had and what 
they were supposed to do. We found 
that we had about 200.” Purkey set 
up stringent rules governing the form- 
ing of committees and running of con- 
ferences. Now every new committee 
must have a written outline stating 
its purposes before it can be formed 
and must convince Purkey that the 
purposes are worth while. When a 
committee’s useful life is ended, it 
must disband. Discussions at meetings 
are held closely to the problem. 
Furthermore, only the board of di- 
rectors and the executive committee 
have authority to make group de- 
cisions; every other conference group 
reports to an individual executive, and 
he alone makes decisions and takes 
the responsibility. As a _ result of 
Purkey’s pruning, Standard’s commit- 
tee count is now down to 957. 
While there are still executives who 
yearn for the old days, when the boss 
gave orders and everyone else carried 
them out, there is no doubt that con- 
ferences are likely to become even 
more solidly established as a handy 
management tool—if wisely used. 
26, 2995, p. 36:1. 


Job to Home: The Distance Widens 


ONE AMERICAN WORKER out of seven lives in a county other than that 
in which he is employed, according to a new Census Bureau report; 
many more travel long distances to work in the same county. 


Decentralization of industry is partially responsible for 


increased 


home-job travel. Another contributing factor is increased settlement of 


workers in the suburbs. 


Men are twice as likely as women to live and work in different counties. 
The percentages of male commuters are highest in manufacturing (18.1), 
transportation and utilities (16.8), and public administration (16.7). 
Women who travel were found most frequently in finance, insurance, 


and real estate. 
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Business Survival: What Are the Odds? 


Whar are the odds against survival, 
under the: same ownership, for a new 
business? A good deal greater than 
one might think—in fact, about 5 to 1 
against a lifespan of 10 years. 

That and other striking facts are 
disclosed in a Department of Com- 
merce survey on the age and life ex- 
pectancy of U.S. businesses. The re- 
port is one in a continuing study of 
the business population, based on the 
number, nature, and longevity of com- 
panies over the 1944-54 period. 

Before the latest study, the agency 
had taken a census of business and 
come up with the information that its 
ranks had remained fairly steady at 
4,200,000 since 1952. But the new 
study sheds the first official light on 
the all-important matter of individual 
survival within the business com- 
munity. 

The age of a company is defined in 
the report as the length of time during 
which it remains under the same owner- 
ship. Using this yardstick, the Com- 
merce Department discovered a sur- 
prisingly high rate of mortality among 
businesses. The major findings: 

1. More than half of all concerns 
now in operation were acquired by 
their present owners since World War 
II. The median age of all businesses is 
seven years—meaning half are older 
and half younger than that. 

2. Half of the concerns that were 
newly established or acquired during 
the 1946-54 period were sold or liqui- 
dated within two years. In other 
words, the odds were just about even 
that a new company would survive 
two years under the same management. 


About one out of three lasted four 
years, and one out of five lasted a 
decade. 

3. The longer a new company sur- 
vived the better its chances were of 
continuing to stay in business. Once 
a venture reached the two-year mark, 
it tended to keep going for another 
five years at least. 

4. Wholesale trade concerns had the 
best survival record; three-fourths sur- 
vived the first year, half lasted about 
three years, and some 30 per cent were 
still holding forth after more than 10 
years. 

5. Retailers had the highest mor- 
tality rate. Only three-fifths survived 
their first year and just one-sixth man- 
aged to endure for 10 years. 

Now for a look at the business popu- 
lation as a whole. From 1944 to 1954 
inclusive, some 12,000,000 business 
concerns were in operation at some 
time or another. Of that number 7,- 
800,000 were disposed of during the 
period—60 per cent sold, reorganized 
or transferred to new owners, and 40 
per cent liquidated. 

The sale or liquidation of a com- 
pany, incidentally, does not necessarily 
mean a financial failure. One study 
has disclosed that only half of all 
liquidations and about one-fourth of 
transfers are made to avoid or mini- 
mize losses. 

There's still another way to measure 
business attrition. Back in 1944 some 
690,000 new companies set up shop. 
That same year 132,000 of them were 
sold or liquidated. Successive years took 
their toll so that by December 31, 
1954, just 133,000 of the original 
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690,000 enterprises still remained in 
business. 

As a result of these findings, the 
Commerce Department has worked out 
a business “life expectancy” table— 
much in the manner of insurance 
actuarial tables. Of course, it assumes 
similar general business conditions in 
the next decade. It is based on the mor- 
tality rate from 1947 through 1954. 

This tabulation shows, first, that of 
the entire business population, 54 per 
cent of all companies can expect to 
survive 1!/2 years, 25 per cent as long 
as 6 years, and only 19 per cent for 
10Yy years. 

This pattern holds just about the 
same for concerns in mining and quar- 
rying, transportation, and the service 
industries. But among those in whole- 
sale trade and finance the picture is 
brighter: 40 per cent will survive for 
SY years and 30 per cent can expect 
to reach the ripe age of 10/2. Among 

—RICHARD RuTTER. The New 


The Real Threat to Free 


Whuo among us really understands 
free enterprise? Socialism as a way of 
life has been tried and found wanting. 
It has failed throughout the world in 
our generation. But why is it that in 
spite of the failure of socialism through- 
out the world each of the new coun- 
tries, when it becomes emancipated, 
turns at once to socialism? Not one of 
them is adopting our way of life in 
industry, and I wonder why. 

I have come to the conclusion that 
with all the attacks that have been 
made upon free enterprise by out- 
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manufacturers, 29 per cent will attain 
the 5Y2-year mark and 20 per cent the 
10!4. 

Paradoxically, this great turnover 
among the business population has oc- 
curred during a period of high busi- 
ness activity. There are valid reasons 
for that. Supply shortages during the 
Korean War and in recent 
months have squeezed many small 
operators out of the picture. Further, 
literally thousands of companies have 


again 


been swallowed up in the wave of ac- 
quisitions that is still running strong. 

And when times are good—as they 
certainly been 
bitious entrepreneur will 


have -many an am- 
decide to 
forsake his last for greener fields. He 
may shut up one shop, but he prompt- 
ly opens another. That explains why, 
mortality rate notwithstanding, the 
business population has been remark- 
ably stable in total numbers. 


York Times, January 10, 1956. 


Enterprise 


siders, it may be that the great danger 
lies within. 

Free enterprise succeeds because it 
calls forth effort. In the United States, 
people work well and joyously, with a 
love of work. We do that in two ways: 
first, by creating desires which men 
wish to satisfy; and second, by reward- 
ing them for their effort. That is the 
motive power in our way of life. 

Then what are the dangers from 
within? I think there are two inher- 
ent weaknesses in the application of 
the enterprise system that need some 





built-in safeguards. One is the fact 
that the American business man does 
not honestly believe in and practice 
the competition that he passes resolu- 
tions about in his manufacturers’ asso- 
ciation meetings. There are men who 
will not put in the price until they 
have made the sneak telephone call to 
every competitor. But if we do not 
measure up honestly to the vigorous 
policing action of competition, we are 
asking for socialism—because the 
power to price the commodity is so 
important to the consuming public that 
no state will long permit it to rest 
in private hands. 

The second inherent weakness in our 
situation is the instinct of a substantial 
part of the business community to 
sneak subsidy out of government. Yan- 


kee ingenuity never reached a higher 
flower than is found today in the 
hidden subsidy of business. Business 
men resolve against it in their meet- 
ings, and they go out and get it for 
themselves. 

A great many people think of free 
enterprise as a benefit to the individual. 
That’s the emphasis, but mark you: 
Free enterprise is the gift of society, 
and society will take it away if society 
does not get its due. And unless by our 
voluntary assumption of the obligations 
of business to society we merit the 
continuation of free enterprise, it will 
in my judgment be taken from us— 
and possibly in our day. There will 
no longer be social vacuums. The dic- 
tators, the control people, rise to 
power on unfulfilled social needs. 


—From an address by CLARENCE B. RANDALL (Chairman, Inland Steel Co.) 
before the Associated Industries of Massachusetts. 


Business Sights a Bigger Year 


AMERICAN INDUSTRIALISTS, generally, look for better business and 
larger profits in 1956. This is the finding of a Journal of Commerce 
survey of 274 leading industrialists, representing a cross section of 
American business. 

However, some over-all slackening in the rate of business gain is 
indicated. An aggregate sales increase of 7 per cent is expected by 
industry this year, according to the survey. This compares with an 
increase from 1954 to 1955 of 13 per cent. 

Scheduled or anticipated price increases, it appears, are expected to 
account for a part of a likely further rise in manufacturers’ sales 
volume. Selling prices of products are expected to rise 3 per cent, or 
about the same as in 1955. Hence, the expected increase in sales, 
measured in physical volume, is about 4 per cent. 

Manufacturers expect to do better from the standpoint of income 
than from the standpoint of sales, with a 9 per cent gain indicated in 
earnings after taxes. 

Fewer than one in four of the responding industrialists indicated that 
they contemplated new financing this year. All of those who plan new 
financing indicated that they intend to utilize such funds, in whole or 
in part, for new plant and equipment. About one in four expect to use 
part of the money obtained from new financing for working capital. 

—-Journal of Commerce 1/10/56 


The Management Review 








Special Feature 





Executive Careers Today: Who Gets to the Top? 


W. LLOYD WARNER and JAMES C. ABEGGLEN 


The Committee on Human Development 


University of Chicago 


It 1s oFTEN said, nowadays, that the 
“American Dream” of climbing from 
the bottom to top positions of power 
can no longer be realized. Many 
Americans are convinced that the seats 
at the top are now permanently re- 
served for the sons and families of 
those who are already there, and that 
ambitious men born to low position, 
even if they have the necessary pluck, 
will-to-do, and ability to accumulate, 
can no longer work their way to the 
top. Yesterday American society was 
fluid and open and invited men of 
strong will and brains to pour their 
energies into the economic life of the 
nation, encouraging them by rewards 
of prestige, power, wealth, and posi- 
tion. But today, it is believed, our 
country has closed the doors to ad- 
vancement and mobility up from the 
lower ranks to high position. 

Do the facts justify this belief? The 
question is of vital concern to those 
who manage big business as well as 
to those who aspire to the managerial 
jobs. The present authors set out to 
find the answer, and many facts along 
the way, in a study* of 8,000 top ex- 
ecutives of large business and industry 


* The entire research, financed by Chicago 
business men and the Hill Foundation, is 
reported on in two books: Occupational 
Mobility in American Business and Indus- 
try (University of Minnesota Press, 1955) 
which is a comprehensive presentation of 
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all over the United States. From ques- 
tionnaires completed by all of them 
we learned what the occupation and 
education of their fathers and paternal 
grandfathers had been, in what kind of 
place they were born, what their educa- 
tion had been, when they had started 
working, what their wives and families 
were like, what kinds of jobs they had 
held, etc. We personally interviewed 
a carefully selected sample and their 
wives, using psychological tests and 
depth interviewing to determine the 
personality factors in the success of the 
leaders and the kind of women they 
had married. 

We used two criteria for our selec- 
tion of business leaders— (1) that they 
be in the highest executive positions: 





the facts and findings of the study, illus- 
trated with many charts and tables, a vol- 
ume designed primarily for the profes- 
sional social scientist; and Big Business 
Leaders in America (Harper and Broth- 
ers, 1955), a more popular presentation of 
the same material. Although these books 
were not written for “how-to-do-it” pur- 
poses, the research findings which they re- 
port are of interest to management in 
selecting and training potential executives 
and to the men who would aspire to fill 
these jobs. The !.utter book also examines 
the personality fe.tors having to do with 
the success of the men, as well as the 
role of their wives in helping, or hinder- 
ing, their careers. (EDITOR’s NOTE: A 
review of Big Business Leaders in Ameri- 
ca appears on page 149 of this issue.) 
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chairmen of the board, presidents, vice 
presidents, and in no position below 
treasurer; and (2) that they be in big 
business enterprises, which we estab- 
lished by determining each industry's 
proportional contribution to Gross 
National Product and then selecting 
the largest companies in each type of 
industry. 

Our study attempted to discover 
how many of these leaders were born 
to position, how many were mobile— 
and how they were mobile and why— 
and how these proportions compared 
with those of a former period. We 
were fortunate in having the results 
of an earlier study to use for com- 
parison. In 1928 Professors F. W. 
Taussig and C. S. Joslyn of Harvard 
University, in American Business 
Leaders, reported on a nation-wide 
research study of thousands of busi- 
ness leaders. In their conclusions 


they predicted that by the middle of 
the century occupational advancement 


from lower levels into the business 
elite would have largely disappeared 
and declared, “It is entirely possible 
that by the middle of the century more 
than two-thirds of the successful busi- 
ness men in the United States will be 
recruited from the sons of business 
owners (large or small) and business 
executives (major or minor).” 

The incomplete evidence we had 
before we began our study strongly 
suggested that the Taussig-Joslyn 
predictions were probably coming true, 
that top positions in American busi- 
ness and industry were increasingly 
occupied by the sons of business lead- 
ers, and that only limited numbers of 
capable and well-trained men could 
rise from low levels of origin to the 
top of the management hierarchy. To 
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maintain accurate comparison with the 
earlier period, we designed our re- 
search on the Taussig-Joslyn study. 


WHERE THE LEADERS COME FROM 


Of the men who hold top positions 
today, about two-thirds are sons of 
owners or executives of business firms 
and professional men and the remain- 
ing third primarily from white-collar 
and laboring backgrounds; a few come 
from farms and other occupations. 
Since the proportions for the general 
population are just the reverse, it 
looked as if the land of equal oppor- 
tunity were indeed a fiction. But we 
found that the movement of men into 
top business positions does not always 
take place in one generation. Occupa- 
tions of paternal grandfathers, for 
example, showed that, whereas few 
business leaders were sons of farmers, 
over a third were the grandsons of 
farmers. Mobility involves leaving the 
farm; as the fathers of our present 
business leaders moved to the city they 
made their way in almost every kind 
of occupation. Only half as many 
grandfathers as fathers were major 
executives or large owners. 

The mobility figures for today don’t 
look very optimistic until they are 
compared with those for the period 
covered by the Taussig-Joslyn study, 
when it becomes clear that present 
business leaders include many more 
men from lower-level occupations. In 
both periods most business leaders are 
sons of business men, but the propor- 
tion is smaller now, while the propor- 
tion of sons of laborers, white-collar 
workers, and farmers has increased 
(see Table 1). 

Although our system has _ not 
changed much in a generation, the 
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Occupation of Father 





Unskilled or semi-skilled laborer 
Skilled laborer 

Clerk or salesman 

Minor executive and foreman 
Major executive 

Owner small business 

Owner large business 
Professional 

Farmer 





TABLE | 


Oricins oF Business LEADERS oF 1928 anp 1952 
(IN PERCENTAGES) 


1952 


Difference 





5 
10 
8 
11 
15 
18 
8 
14 


9 
* 


“ 
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trend is towards greater mobility and 
increased recruitment of business 
leaders from lower occupational levels. 
There is increasing opportunity today 
for men from the bottom to reach the 
top. 


EDUCATION: ROYAL ROAD TO 
ADVANCEMENT 

Since almost anyone in this country 
who really wants and has the capacity 
for a higher education can get it, 
education has become a great leavening 
force. What kind of education did 
our business leaders have? Did those 
starting at lower occupational levels 
require a type of training not needed 
by the sons of executives? 

Three-fourths of the business lead- 
ers in our study at least attended col- 
lege, over half of all of them gradu- 
ated, and a third of these went on to 
postgraduate work. This leaves only 
one-fourth who did not go to college. 
The great differences between the busi- 
ness group and the general population 
are at the extremes (see Table 2). 
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Since it is possible for so many to 
get an education at public expense, 
what motivated the business leaders 
to get a higher education in eight 
times the proportion for the general 
population? And the group that 
achieved business success with no col- 
lege education—what kinds of men 
were these, what kinds of families did 
they come from, what regions and 
communities? 

Over half of the business leaders 
born to skilled or unskilled laborers 
went to college or graduated. This 
proportion increases steadily up the 
occupational scale: three-fourths of the 
sons of small owners, almost that pro- 
portion of the sons of white-collar 
workers and of farmers, and nine of 
every 10 sons of big business and pro- 
fessional men had some college or 
graduated. At all levels college gradu- 
ates predominate; and as we go down 
the scale, from college graduate to less 
than high school, the percentages drop 
rapidly for every group but the un- 
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Education 


TABLE 2 

EpuUCATION OF Business LEADERS IN 1952 AND OF THE 
GENERAL PoPULATION IN 1950 (IN PERCENTAGES) 

U.S. Adult Males 


(30 years and over) 


Business 





Less than high school 
Some high school 


College graduates 





High school graduates ............ se patch aces : 


Some college ............. 1 2 EE Re eae ; 19 


Leaders 
55 4 
16 9 
16 11 


57 
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skilled workers. Apparently, business 
leaders have been motivated to achieve- 
ment throughout their careers. They 
have been ambitious to get an educa- 
tion whether it was easy or not; and 
ambition has continued to drive them 
on to higher and higher goals in the 
business world. A proof of this is 
that so many of those who started col- 
lege stayed to finish: of all those who 
started, only one-fourth did not gradu- 
ate. 

Does the education of the father 
make a difference in the education of 
the son? Our study found that the two 
generations reversed the educational 
scale: whereas over half of the sons 
had graduated from college, over half 
of the fathers had only some high 
school, or less than high school. Three- 
fourths of the sons had gone to col- 
lege or graduated, as against slightly 
over one-fourth of the fathers. But 
the fathers were much better educated 
than the general population of their 
time. 

College-educated fathers had the 
largest proportion of college-educated 
sons—91 per cent. But fathers with 
less than college education also had 
large percentages of college-educated 
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sons, and the other groups followed the 
expected proportions. 

That two-thirds of the sons of men 
with less than high school education 
would go to college shows again that 
other factors motivate these men, 
often against great financial odds and 
against the behavior pattern of their 
group. Combining the occupational and 
educational backgrounds of the fathers, 
and also of the grandfathers, accented 
the findings. Space does not permit us 
to present these findings here. One 
example, however: 18 per cent of the 
business leaders are sons of college 
graduates who were mostly professional 
and big business men; but more than 
twice as many are sons of men with 
less than high school education, many 
of them skilled and unskilled laborers, 
farmers, and small owners. Many of 
our present business leaders had a long 
way to travel to make good. And 
higher education is doing a tremendous 
job boosting them up. 

EDUCATION AND FREEDOM TO 
MOVE AHEAD 

Because education loomed so large 
in the careers of the business leaders, 
and because it varies so markedly in 
type and quality among the various 
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regions of the country, it was impor- 
tant to look at educational achievement 
against region of origin. We found 
little variation among the regions at 
any educational level. Since there is 
considerable variation by region in the 
education of the general male adult 
population, in contrast with that of 
the business leaders, it is apparent that 
business leaders from some areas over- 
came many obstacles in advancing their 
careers. 

From regional differences within the 
country, we went on to possible dif- 
ferences between native-born leaders 
and those of foreign birth. The largest 
proportion of college-educated men 
was in the category of business leaders 
whose fathers, grandfathers, and pos- 
sibly other generations were American- 
born; this proportion decreased through 
the various categories to that of 
foreign-born business leaders who are 
least likely to have gone to college; but 
business leaders whose fathers were 
American-born have the same educa- 
tional average as the entire group. 

Actually the proportions of college- 
educated business leaders who were 
foreign-born or of foreign parentage 
are only one and two percentage 
points lower than the high old-Ameri- 
can average. That people from other 
countries can come to the United 
States and find higher education at- 
tainable as a possible route to business 
success shows the extent to which we 
offer our resources to others and, in 
turn, benefit from what these new- 
comers have to give us. Of course, for 
this situation to exist, it is not enough 
for the resources of society to be 
available: the individuals must be 
motivated to use them. 

To achieve business leadership, it 
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is necessary to move not only in the 
business hierarchy but, for many, 
territorially as well. 

The business leaders, like the nation 
whose commerce they direct, are men 
on the move. Changes in location and 
residence are a dimension of their lives 
no less meaningful than the changes in 
social position they have experienced, 
and this spatial mobility plays an im- 
portant part in determining the nature 
and patterns of occupational mobility 
in American business. To a large ex- 
tent, these leaders are determined by 
geographic factors, working with fac- 
tors of social background.’ 


Does education affect this important 
territorial movement? Do those with 
higher education, for example, move 
more often from their place of birth, 
and how do they move and where? 
Generally, movements between states 
are longer and socially more significant 
than those within a state. The business 
leaders with less than college education 
tended to stay within their home states; 
those who had graduated went out 
of their states in higher proportions. 
Education seemed stronger than all 
other factors—high or low status, city 
or country background—in determin- 
ing how much these business leaders 
have moved. 

Perhaps the college-educated man, 
mobile from the bottom, can gain ad- 
vantages from territorial movement be- 
cause he has the equipment to operate 
in more kinds of situations, while the 
mobile man with less education stays 
in the familiar place where he feels 
more secure. 

Business men today are much more 
highly educated than a generation ago, 
and the increase is much greater than 
for the population as a whole. It is 
often said today that a business career 
requires college preparation. In the 


* Big Business Leaders in America, p. 178. 
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TABLE 3 
COLLEGES AND UN’VERSITIES ATTENDED BY 216 BUSINESS LEADERS 
Graduate or Second 
First or Only Undergraduate College 

Institution College Attended Attended 
Sg EP Pepe er ee eet eee mre 36 9 
MN Vac cues ccasaccesiancoanseisaicies 27 28 
RR aaa hcannhincishassceenacouees 20 1 
occa caus inanarentioesenice 18 2 
University of Pennsylvania .................... 16 4 
CORONER GE MEIN ocnccnencnscssaeas..s..- 13 3 
Massachusetts Institute of Technology .. 13 6 
University of Michigan ...................-.-- 13 6 
NE SIO cons seisiciscccceccnsnncecns 12 4 
University of Minnesota ................-..--+- 11 4 
IG I ae vainisscceccndcesecnsnveece 10 — 
University of California (Berkeley) .... 10 — 
University of Chicago ............-..0....--s0«-- 9 7 
ER “TIREWEIRIEG ncn annniccnsciccrscnnen 8 13 

II. sottandecrynststinaeioaaeunesiapeateicieeansnaten’ 216 87 

month of January, 1954, more than variety of colleges in this country— 
600 large companies sent representa- ranging from small sectarian institu- 


tives to the nation’s colleges in search 
of potential managerial talent. The 
search is among liberal-arts graduates 
—for “liberally schooled, broad-gauge 
executives, many-faceted men, for the 
highest posts.” 

The changes in educational achieve- 
ment during the past generation have 
been enormous. Smaller proportions of 
leaders from the lowest occupational 
backgrounds get minimum education 
now than sons of large owners and ex- 
ecutives did a generation ago, and the 
proportion of college graduates is al- 
most double. If this is a point in a 
trend, as it may well be, then today’s 
young men will have to be even more 
highly educated to become the busi- 
ness leaders of tomorrow. 

What colleges do the job of training 
our business leaders? From the great 


tions to large state universities, “cow 


colleges,” and the Ivy League—which 


ones were favored by these business 
leaders, and how did the occupation 
and education of the fathers affect the 
sons’ choice of colleges? 

A random sample of 505 college 
graduates from among our business 
leaders had gone to 194 different col- 
leges and universities, both here and 
abroad, but almost one-half of them 
had gone to only 14 different colleges 
(see Table 3). And these same 14 
colleges were mentioned 87 times as 
the second college attended, either for 
graduate work or as a transfer college. 
So we see a high concentration among 
a few most favored colleges. Almost 
one-third of those listing one of these 
colleges first went to Harvard or Yale; 
together, these two colleges accounted 
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for exactly one-third of both first and 
second mentions. 

A sizable number of our sample went 
to another select group of 10 colleges. 
These institutions were mentioned first 
62 times and second 17, in the follow- 
ing order: Northwestern University, 
Pennsylvania State, Stanford Univer- 
sity, the University of Wisconsin, 
Western Reserve, Dartmouth, and 
the Universities of Washington, North 
Carolina, Pittsburgh, and Texas. 

The large New England men’s col- 
leges, Northwestern in the Midwest, 
and Stanford in the West, had the 
highest proportions of sons of major 
executives: almost half of the leaders 
going to these colleges were of this 
background. The small private Eastern 
colleges, like Amherst and Colgate, 
were next with one-fourth. Every col- 
lege group had a fair proportion of 
sons of professional men except North- 
western and Stanford, where there was 


a fairly large proportion of sons of 
white-collar workers, exceeded only by 


Pennsylvania University and Penn 
State. 

Of the business leaders going to 
Harvard, more than three-fourths were 
from top occupational backgrounds 
and only 12 per cent from the lowest 
occupational groups. A sizable pro- 
portion, too, had grandfathers in the 
business elite. Among all the large 
New England colleges, and at North- 
western and Stanford as well, there 
was not one son of a laborer. Not only 
were most of the fathers of Harvard 
men members of the professional and 
business elite; over one-third were col- 
lege graduates. Yet over half had only 
high school education; here is a sizable 
group of successful men who had risen 
to the top in the previous generation 
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without the benefit of college education. 

We know that slightly over half 
of the business leaders of laborer back- 
ground either graduated from college 
or had some college education, but we 
have seen them represented in the 
most favored colleges only in the 
smallest proportions. What colleges 
are doing the job of educating these 
men and making it possible for our 
society to maintain, and even increase, 
the elasticity of status lines? The large 
city universities, the state universities 
in the Big Ten, the Big Seven, and 
also in the South and West, the special- 
ized universities—M.1.T., Carnegie 
Tech., 1.1.T.—and the University of 
Pennsylvania and Penn State all edu- 
cated more sons of laborers than the 
others. 


GEOGRAPHICAL ORIGINS 


In view of the large proportion of 
business leaders graduating from the 
big Eastern colleges, one might expect 
them to come from all parts of the 
country—especially since most of these 
colleges have attempted to spread their 
geographical and social base through 
fortified scholarship programs and 
nation-wide public relations efforts. 
Actually, however, the geographical 
base in our sample seems quite narrow. 
Almost one-third of the leaders gradu- 
ating from the most favored colleges 
were from the Middle Atlantic states, 
over one-fourth from New England, 
one-fifth from the East North Central 
states, and one-tenth from the West 
North Central region. Stanford and 
the Western state universities drew 
students from the Western area and, 
to some extent, from the South. The 
universities in the Big Ten and the 
Big Seven, Northwestern and Stanford, 
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and the state universities of the South 
—all drew heavily from their local 
areas. 

Many of those who went to college 
not only acquired A.B.’s but went on 
to higher degrees, including doctor- 
ates. An additional and striking fact 
is that so many, unsatisfied with col- 
lege or even graduate training, con- 
tinue to equip themselves through adult 
education with the special knowledge 
necessary for their advancement: com- 
prehensive courses, business school 
training, and commercial training with- 
in a college or university. The sons 
of men from lower occupational levels 
are most likely to make this extra ef- 
fort, yet about half of the sons of big 
business and professional men also 
take specialized training. 


Men who have been ambitious to 
succeed apparently do not lose this am- 
bition nor their ability to translate it 
into many forms of self-improvement 
that continue to enlarge their capaci- 
ties and increase their skills and abili- 
ties. Since the demands made upon a 
top executive by a large organization 
are not confined within the company 
or even the industry but often are 
ramified by the community, the re- 
sources of the business leader may be 
great, but never enough. 

. . . The measurable characteristic 
shared by our group of business leaders 
to the highest degree is the amount of 
their education. They have become, to 
a large extent, a professional class 
which demands formal training and 
preparation, over a broad field of 
knowledge as well as in technical areas, 
as prerequisites to a successful career. 
Education has become the royal road 
to positions of power and prestige in 
American business and industry. That 
this royal road is open to all men is 
given ample testimony by the large 
number of educated men from the 
bottom social layers who appear in our 
sample.? 


Many of the latter went to college 





* Ibid., pp. 56-57. 
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on scholarships tor which they quali- 
fied by their records in high school. 
Other were “late developers” who went 
to college through their own efforts 
and began only at this level to dem- 
onstrate what they could do. 

The two kinds of movement of the 
American people—spatial movement, 
from place to place, and social move- 
ment, from one social position to an- 
other—are interrelated in various ways. 
A man’s place of birth, as well as the 
social level of his parents, helps to 
determine the position he will occupy 
in his career. Not all parts of the 
nation produce business leaders in 
equal proportion. The Yankee and the 
Southerner, the small-town boy and 
the city boy, the native-born and the 
foreign-born (who play a special role) 
—all share differently in the oppor- 
tunity of American business. The high- 
ly industrialized group of states, ex- 
tending from the Eastern seaboard 
through the Great Lakes area, produced 
over half of our business leaders. Birth- 
place for many is only a point of de- 
parture. New England produces more 
leaders than it retains, while the Pacific 
Coast has twice as many leaders as it 
produces. These gains and losses re- 
flect the commercial and industrial 
growth of the areas. 

Some argue that the small-town boy 
has a greater chance to be mobile be- 
cause he comes in contact with the life 
of all groups in his community, where- 
as the urban boy is likely to know only 
the life of his own class, or ethnic or 
religious community. This argument, 
however, does not seem tc hold for 
the business elite. The typical business 
leader is born not in a small town but 
in a large city (the larger the com- 
munity, the greater the probability of 
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business success), in the North or Mid- 
west, the son of a business or profes- 
sional man. Most rare in the group is 
the Southern small-town or country 
boy, son of a laborer or farmer. But 
they do happen. 


THE KINDS OF MEN WHO MOVE UP 

The effect of geographic movement 
on social mobility is seen most dramati- 
cally in the foreign-born. The disad- 
vantage of foreign birth in a business 
career is shown by the fact that the 
proportion of foreign-born business 
leaders (5 per cent) is only half that 
for the general population. But this 
disadvantage does not continue long, 
for the sons of foreign-born make up 
the same proportion (one-fifth) of 
business elite and general population. 
In a single generation the disadvantage 
of foreign birth in achieving top busi- 
ness position disappears—and this in 
spite of the fact that the occupational 
background is lower than the average 
for the group. Somehow sons of im- 
migrants move to top-level positions in 
business in larger proportion than do 
the sons of old Americans from lower- 
status backgrounds. 

From this unexpected and apparently 
puzzling fact it is possible to get a 
better understanding of what social 
mobility consists of and the meaning 
of geographic movement in the process. 
To be mobile, a person has to sever 
the many emotional and social ties and 
obligations that hold an individual to 
his place of birth. Consider the man 
born in a small community, the home 
of his family for generations. The 
house he lives in, the streets he walks, 
the parish he belongs to, his neighbors, 
his occupation—in short, the entire 
pattern of his life—most intimately 
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intertwine the past with the present 
and future. 

If we put aside all questions of am- 
bition, a sa and opportunity and look 
simply at the movement itself—its na- 
ture and the difficulties it presents— 
we see the place of spatial movement 
in the mobility process. The son of the 
immigrant is that man least engaged 
with the past. He is to an extreme de- 
gree disengaged. To become a part of 
American society he must turn his 
manner from that of his father, who 
in turn had undergone the experience 
of shattering the web of relations hold- 
ing men to their social positions as he 
migrated to America. Wherever they 
might go, whatever their social destina- 
tion, the sons of immigrants are par ex- 
cellence men on the move, whether 
they will it or not. The preconditions 
for movement upward in the social sys- 
tem are established for these men. To 
a degree this same condition of poten- 
tial social mobility exists for all per- 
sons in American society. To the ex- 
tent that this is a restless nation, where 
men move from place to place easily, 
and children learn to accept such move- 
ment as a part of their normal life ex- 
perience, the conditions are established 
upon which the factors of emotional 
need, ambition and motivation, talents 
and techniques which make up the 
mobility process may operate." 


The unique rationalization and im- 
personalization of action and outlook 
that seem to differentiate the men in 
American business management from 
those of other nations no doubt are 
due in large part to this freedom from 
unquestioned custom. By their geo- 
graphic mobility these men are in many 
ways independent of the past; entering 
new situations—new communities, new 
companies, new people—they can 
adopt sets of attitudes towards these 
situations unencumbered by the tradi- 
tions of their early training and en- 
vironment. Separation from the past 
in social and physical space enables 
mobile men to act as innovators and to 


* Ibid., pp. 193-194. 














accept and put in motion new ideas 
and methods. Much of the unique 
strength of American business manage- 
ment is due in part to geographic 
mobility. 

But the effect is not all good, for 
sometimes these men tend to view 
themselves as the products only of 
their own ambition and training. Yet 
today we recognize that the concept 
of the self-made man rests on a fallacy. 
No social being is really self-made; the 
successful mobile business leader is a 
product of his society as surely as his 
mediocre counterparts, the failures, and 
all the rest. The notion of self-made 
men may, too, carry unpleasant im- 
plications. Men who regard themselves 
as self-made often tend to feel that 
they owe no debts to their fellows, 
their community, or their subordinates 
—and they are not likely to preserve 
the values of the past when working 
for the future. 


SUCCESS IN BIG AND SMALL BUSINESS 


In studying the career patterns of 
business leaders and their relation to 
the larger business world, many factors 
were considered. Were some types of 
business and industry more favorable, 
for example, to the mobile man, and 
how was this affected by his occupa- 
tional background and education? Our 
findings are too complex for inclusion 
here, but the following facts are sug 
gestive: In investment banking, and 
the general category of brokers and 
dealers, over half of the leaders were 
sons of big business and professional 
men (as compared with an average 
percentage of 38 for all businesses) 
and almost three-fourths were college 
graduates. This category represents 
least the ideal of an “open” economy. 
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We found that rapidly expanding busi- 
nesses were most available to leaders 
with the least education in our group, 
that certain industries were dominated 
by men from certain geographic re- 
gions, that sons of laborers make up 
a larger proportion (one-fourth) of 
the total leadership of railroad and 
highway transportation companies than 
of any other kind of business. By 
classifying business and industry in a 
number of ways in terms of size, age, 
type, rate of expansion, etc., we were 
able to see how the patterns of move- 
ment in them were affected by the 
leaders’ occupational backgrounds, re- 
gions of birth, and educational levels. 

The giant corporations are of par- 
ticular interest because of their domin- 
ance of the business scene. How do 
they affect the mobility process? We 
found that the proportion of sons of 
major executives and owners of large 
businesses is substantially smaller in 
the larger businesses than in the small- 
er ones. Fourteen per cent of the busi- 
ness leaders in firms with less than $10 
million annual gross are sons of 
laborers, and 30 per cent are sons of 
big business men. In the larger firms— 
those with a gross of more than $250 
million—16 per cent of the leaders are 
sons of laborers and only 19 per cent 
sons of big business men. The bigger 
the business, the greater the oppor- 
tunity to rise. 

We found that the higher business 
positions are occupied in proportionate- 
ly larger numbers by sons of big busi- 
ness men. They occupy more than one- 
third of all chief-executive positions 
studied. It is the larger firms that are 
more often led by men from lower- 
status backgrounds. But, for the most 


part, the sons of laborers appear in 
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positions of secretary, treasurer, and 
controller rather than in the vice-presi- 
dent group. Mobility takes place to 
all levels of business positions, but less 
often to the topmost. 


THE BOSS’S DAUGHTER? 


We studied the length of time re- 
quired by our business leaders to 
achieve top position from the time they 
entered their business careers, and 
whether this was affected by marriage 
or kind of education; whether they 
had relatives or friends in the firm; 
whether they had received financial 
help; what kind of jobs they held— 
and found much significance among 
these factors. Money, we found, 
doesn’t buy success; nor does there 
appear to be justification for the cur- 
rent adage: “It isn’t what you know 
but who you know.” 

Another popular notion that found 
no verification in our study is that 
position is secured by marrying the 
boss’s daughter. If our figures prove 
anything, it takes longer for the mobile 
man to reach the top if he marries the 
boss's daughter than if he marries at 
his own level. 

Women play an important role in 
the careers of business leaders. The 
occupational and educational back- 
grounds of the wives were related to 
those of their husbands to see how the 
men of the various backgrounds mar- 
ried. When we conducted personal 


interviews with the selected sample of 


business leaders we also interviewed 
their wives, in their homes, to gain 
another insight into their lives and 
personalities. 

Many of the business leaders mar- 
ried at their own social level, but a 
considerable number married above or 


February, 1956 


below, indicating that there is fluidity 
in present American society and that 
upward movement is possible not only 
through occupational advancement but 
by marriage—and, for the children, 
by descent. Thus it is true to say that, 
while for some families it is only two 
generations from shirtsleeves to shirt- 
sleeves, for others it is but two or less 
from shirtsleeves to dinner jacket. 
Especially important to the business 
leader is his family’s ability to adjust 
to new situations, to move with him 
to whatever new environments his 
career may take him. They must learn 
and unlearn easily, fit themselves into 
many social and cultural situations 
which cluster around the job and life 
of the community, and relate to each 
other in their ever-changing world. 


FREE ENTERPRISE AND A FREE SOCIETY 


The real problem of a free society 
that prizes equality and opportunity 
for all and competitive advantage for 
the able is to provide training situa- 
tions, job opportunities, and methods 
for early identification of able young- 
sters from all economic levels who can 
be properly trained and prepared to 
move up to, and function effectively 
in, positions of power and prestige. If 
there is more opportunity for all in 
America today than previously, it is 
in part because we have developed a 
school system which reaches more chil- 
dren of the lower occupational levels. 
There is more opportunity today, but 
there must be still more if the needs 
of business and of America are to be 
filled. At least two kinds of mobile 
men are making their way to the top 
today: those with little education who 
climb from job to job by enormous 
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expenditure of energy, often with great 
talent and determination, and always 
with a feeling of inadequate training; 
and the growing number of college- 
trained men from the lower levels who 
compete with them. Fewer and fewer 
of the “uneducated” achieve their 
goals; more often, they remain as work- 
ers in the lower levels of management. 
The capacities of many men in Ameri- 
can business today have never been 
fully tested. Often neither management 
nor they themselves recognize their 
own competence. 

More often management prefers to 
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But increasingly both private and pub- 
lic universities and colleges are finding 
difficulties in financing their present 
enterprises. If there is to be a solid 
foundation of learning on which busi- 
ness and industry can build, and suf- 
ficient numbers of professionally trained 
men and women to function satisfac- 
torily in technical positions, industry 
and society must support education by 
taxation, and by the personal activities 
of owners and managers. Industry it- 
self must by endowment, fellowships, 
and other financial aids help support 
the professional schools and the liberal 





take its risks with college-trained men. arts colleges. 


The Heart of the Management Job 


WHAT Is at the root of the executive function? What is involved in 
being a leader of other men in business? The basic requirement of 
executive capacity is the ability to create a harmonious whole out of 
what the academic world calls dissimilar disciplines. This is a fancy way 
of saying that an executive is good when he can make a smoothly 
functioning team out of people with the many different skills required 
in the operation of a modern business. His most important function is 
to reconcile, to coordinate, to compromise, and to appraise the various 
viewpoints and talents under his direction to the end that each individual 
contributes his full measure to the business at hand. 

Perhaps the best analogy to an executive’s job is that of the symphony 
conductor under whose hand very different talents become a single 
effort of great effectiveness. No conductor can play every musical 
instrument and no more can an executive be skilled in every talent he 
is called upon to supervise. There was a time when the boss prided 
himself on personal experience with every job in the shop. If this 
view ever had merit, it has long since become entirely unrealistic. 
Today, specific skill in any given field becomes less and less important 
as the executive advances through successive levels of responsibility. 


—Crawrorp H. Greenewartt (President and Chairman of the Executive Committee, 
‘. I. du Pont de Nemours & Co.) in Advanced Management 12/55 








AMA PERSONNEL CONFERENCE 


The Midwinter Personnel Conference of the American Manage- 
ment Association will be held Wednesday through Friday, Feb- 
ruary 15-17, at The Palmer House, Chicago. 
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Getting Everyone into the Quality Act 


“OWE starteD with a better bolt, 
but we ended up with a better way of 
company life.” 

Strong words about a quality con- 
trol program, but they describe what 
happened at Aero Supply Mfg. Co., 
Inc. (Corry, Penna.). Aero, a producer 
of aircraft hardware, began quality 
control to reduce rejects. But the pro- 
gram refused to be tied down. In 
three years it has spread into almost 
every department. 

Even before 1952, the company had 
to conform to the rigid quality stand- 
ards of its prime customers, aircraft 
manufacturers. To meet requirements, 
the company used only certified or 
approved manufacturing processes, and 
certified all employees working on cer- 
tain inspections. 

That wasn’t enough. “What we 
wanted to do,” says Walter Wotus, 
quality control supervisor, “was to im- 
plement these sporadic testings and 
inspections with an over-all quality 
control operation that would pinpoint 
and prevent defects. We sought to 
integrate quality control right into 
manufacturing.” 

The procedure works out like this: 
Incoming shipments of coil stock are 
checked to insure conformity with 
specifications. Physical and chemical 
reports accompany every shipment; 
periodically, Aero double-checks these 
through an independent laboratory. 
Imperfect specimens are rejected and 
returned to the manufacturer. Infor- 
mation from these checks is recorded 
on control forms and keyed to the 
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control number which appears on every 
carton of bolts. 

Once the bolt stock begins moving 
through the plant, other phases of the 
program come into play. In the bolt 
heading division, for example, four 
kinds of inspection maintain constant 
control over men, materials, machines. 
The first three are first-piece inspec- 
tion, process inspection, and patrol 
inspection. Results are recorded on a 
process control chart attached to every 
machine. A final sampling of about 
20 per cent of all bolts takes place 
before material can leave one depart- 
ment for another. This kind of con- 
trol is maintained through all opera- 
tions. There also are special inspec- 
tions and tests along the way. 

So much for the program itself. 
Equally important are the directions 
in which it has traveled. 

In 1952, foremen considered quality 
control an extra, unnecessary duty to 
be squeezed into overcrowded sched- 
ules. Some operators found it com- 
plicated, confusing, and impractical, 
others saw it as a Gestapo scheme to 
weed out inefficient workers. 

Quality control launched a full-scale 
training program with courses, slide 
films, discussions, practice sessions, and 
even a pin-ball machine that visually 
brought home to employees the twin 
concepts of probability and frequency 
distribution. Every medium was used 
to prove four facts about quality con- 
trol: (1) It creates a better product 
at less cost. (2) It reduces inspection 














and maintenance costs. (3) It helps 
meet competition. (4) It aids the op- 
erator by showing him how to get 
more efficiency from his machine, more 
money and responsibility from his job. 

“Once we proved that quality con- 
trol helps the worker,” Mr. Wotus 
sums up, “half the battle was won.” 

Then maintenance men were brought 
into the act. Today, new maintenance 
employees are shown how operation 
of any machine they service affects 
over-all rejection rates. Like the ma- 
chine operator and plant foreman, 
they attend regular training and re- 
fresher courses. 

Quality control people now began 
to look at the steps between manu- 
facturing procedures. This led to in- 
creased awareness of materials han- 
dling, since the company’s products 
are especially susceptible to mutilation 
during movement. 


Quality control procedures and at- 
titudes have found a place in other 
departments. In methods where new 
steps and routing procedures are 
planned, manufacturing processes were 
altered to meet quality requirements. 
In accounting, exhaustive defect pre- 
vention budgets were prepared. In 
personnel, exceptional quality control 
records have been rewarded by rapid 
promotions. 

The effects are felt also in purchas- 
ing. Quality control summaries are an 
excellent record of supplier perform- 
ance. Not only can the best vendors 
be selected, but the company can help 
vendors to improve; a number have 
incorporated quality control steps of 
their own. 

Even the sales promotion depart- 
ment has used quality control to 
cement old client relationships and 
open up new sales avenues. 


—Steel, November 7, 1955, p. 130:2. 


Are We Building Too Much Capacity? 


Mi axuracturinc capacity is now 
about 50 per cent greater than at the 
start of the Korean War in June, 1950. 
This rate of growth is without parallel 
in recent history. 

The level of capacity has also been 
rising in relation to the level of pro- 
duction. Manufacturing industries in 
June, 1955 were operating at only 85 
per cent of capacity—well below the 
average rate in previous periods of 
high business activity. It is estimated 
that in 1929 all manufacturing indus- 
tries were operating at almost 90 per 
cent of capacity; in 1944, 110 per 
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cent; in late 1950, 100 per cent. In 
this new situation the problems of 
marketing, production scheduling, and 
particularly new plant expansion take 
on a completely different shape. 

It is clear that prices cannot be 
raised arbitrarily, that production can- 
not be scheduled without regard for 
problems of oversupply, that new ex- 
pansion cannot be undertaken hap- 
hazardly. The real question now is 
whether we have, or shortly will have, 
so much unused capacity that prices 
must be cut to sustain production, and 
new expansion programs curtailed. 
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This has not yet happened. Indus 
trial prices, in general, have held 
steady. But how much more new 
plant can we handle? 

Industrial plans currently appear 
to call for a steady increase in capacity 
during 1955-1958 that would maintain 
a reserve margin of at least 11 per 
cent for all manufacturing. 

In general, economists tend to see 
this steadily increasing over-capacity 
as a threat; business managers tend to 
view it as a resource. 

Economists who fear surplus capa- 
city argue as follows: 

1. Overexpansion of manufacturing 
facilities typifies the peak phase of the 
business cycle. When the cycle swings 
down, the existence of large, unused 
facilities acts as a barrier to new in- 
vestment. 

2. Idle facilities lead to cutthroat 
competition and price cutting. 

3. The theory of “reserve” capacity 
is phony. When companies have ca- 
pacity, they try to use it. If they can- 
not keep their plants busy, they merge 
with or sell to other companies that 
can. 

Company executives justify more 
capacity in this way: 

1. The economy is still growing. 
There is not going to be any downturn 
as drastic as in previous business cycles 
—not with the government committed 
to maintain full employment. 

2. The cost of carrying idle capacity 
is less than the loss of profits or cost 
of trying to build in a hurry, once sales 
have begun to spurt. 

3. In some industries, demand is 
unpredictable. A machine-tool com- 
pany, for example, could go from 50 
to 100 per cent of capacity on the 
strength of one big order. 
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4. The increasing pace of new prod- 
uct development and the increasing 
diversification of product lines require 
more capacity. 

Let us assume for the moment that 
the optimists are right. With wise 
government policies and the necessary 
modicum of luck, it may indeed be 
possible to maintain the growth of the 
economy. In fact, if enough manu- 
facturers plan on this assumption, that 
will help to bring it about. On this 
basis, the growth in consumer income 
and in new products may create a 
rising demand which it will be wise 
to anticipate by adding more capacity. 

The fact remains that there are some 
troublesome problems involved in op- 
erating with reserve capacity. Extra 
capacity increases a company’s short- 
term sales growth potential, but makes 
it more difficult to earn a high return 
on investment. Even if plants operate 
at 75 to 85 per cent of capacity, they 
may not earn a satisfactory return. 

There are also a number of techni- 
cal factors working in favor of high 
plant utilization: 

(1) Rising costs of plant and equip- 
ment, which mean larger fixed costs 
on every unit of production; (2) rapid 
changes in technology, which can make 
plant investments obsolete almost over- 
night; (3) relative shortage of equity 
capital, leading to a situation where 
companies must have quick payout 
from plant and equipment expendi- 
tures. 

Is it possible to reconcile the advan- 
tages of reserve capacity with its 
higher cost and increased risk? The 
answer depends on management policy 
and ability. 

Most important is an aggressive pol- 
icy of research in plant and equipment 
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design, aimed to reduce the cost per 
unit of capacity. Another important 
goal should be to reduce the “chunky” 
characteristics of new capacity so that 
additions can be made in relatively 
small blocks as needed. 

Other aspects of management strat- 
egy have to do with production and 
pricing: 

Volume production is one way to 
beat increased plant cost. 

Higher prices are a sensible way of 
recovering the higher cost of plant and 
equipment on items that cannot be 
mass-produced. 

Combinations of mass production 
and a reasonably high unit profit mar- 
gin are—on the record—the best way 
of carrying a high capital investment. 

But there are other problems in- 
volved in large amounts of reserve ca- 
pacity. There is the problem of the 

—Robsert P. ULIN. 


effect of extra capacity on prices. And 
there is the possibility of a really sharp 
drop in expenditures for new plant and 
equipment if business psychology 
should change. 

The way to keep excess capacity 
from becoming a general problem is 
to plan new capacity carefully. The 
men who have to do it are the produc- 
tion and financial managers who screen 
new plant proposals. The time it has 
to be done is now. 

It is not the present level of capacity 
—or the future level, for that matter— 
which presents us with a problem. It 
is the quality of the additions. If the 
new capacity is part of a forward 
planning program which includes new 
sales efforts, smoother production 
scheduling, and an adequate price, it 
is not likely to burden a growing 
economy. 


Harvard Business Review, November-December, 1955, p. 41:7. 


Capital Spending: A New Burst in ‘56 


U.S. BUSINESS is planning to spend 13 per cent more for new plant and 
equipment in 1956 than in 1955. That’s an extra $4 billion. 
This upsurge of capital spending comes on top of 1955 outlays of 


$29.4 billion—the record so far. 


And the upsurge is the largest since 


1951, when the Korean War emergency jumped capital spending over- 


night. 


The bald figures are dramatic. It’s big news when capital spending 
plans show a change of 5 per cent one way or the other, but McGraw- 


Hill’s most recent survey shows: 


In every line of manufacturing, spending will go up. The total next 
year will be above $12 billion—a 30 per cent gain. 

In practically every field, companies expect their sales to go up. In 
manufacturing industries, the gain expected is 7 per cent. 

The new boom in capital spending may well run into 1957. A large 
proportion of companies expect to equal or better their 1956 expendi- 


tures in the following year. 


These are the key results of the McGraw-Hill Dept. of Economics 
preliminary survey of company spending plans. Over the years these 
advance estimates have accurately shown the trend of capital spending 


for the U.S. 


Manufacturing companies on the average expect their sales to go up 
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7 per cent—and retailers and wholesalers look for gains of 8 per cent. 
But two of the industries boosting their capital expenditures most 
sharply expect their sales to go up less than the average in 1956— 
the steel industry expects an increase in sales of only 5 per cent, auto 
makers 6 per cent. 

Similarly the refiners and fabricators of non-ferrous metals re plan- 
ning much higher capital spending—although they expect only a 2 
per cent gain in sales. Obviously, they’re counting on long-term sales 
gains. 

On financing, prospects seem as strong as company plans do. The 
great bulk of new facilities are paid for from profits and from funds 
accumulating in depreciation reserves. Profits are aimed at a five-year 
high, and many companies are reinvesting money flowing in from the 
rapid-amortization programs of the Korean War. 

More than half the companies participating expect their spending in 
1957 will be as high as in 1956. About 22 per cent already plan to 
spend more in 1957—so three out of four companies are planning to 
maintain or raise their spending. And since, in the past, companies have 
usually added to their advance estimates as time went on, the capital 
goods boom promises to hold its great momentum through the next two 
years. 

—Business Week 11/12/55 


Putting Indirect Labor on Incentive 


AN INCENTIVE PAY plan for indirect workers is paying off for the Ameri- 
can Seating Co. (Grand Rapids, Mich.). The plan is boosting pay checks 
for lift truck operators, plant housekeepers, and crane operators by 30 
per cent; turnover is down, and manufacturing costs have been reduced. 

Time studies on indirect jobs convinced American Seating that in- 
direct workers not on an incentive plan operate at about 65 per cent 
efficiency. The incentive plan correlates direct and indirect labor output 
within each plant department, limits indirect labor to the net incentive 
paid to direct workers, but has had the effect of boosting indirect labor 
output to the high efficiency levels of workers on the production line. 

The method: Determine by time study exactly how much work each 
indirect worker performs within a given period in the plant department 
in which he’s employed; record the total output of the department dur- 
ing the same period; and relate these two figures as a second step. 

The resulting percentage (indirect labor hours as a percentage of 
direct labor hours) can be used to figure the number of indirect hours 
that would be standard for any number of hours worked in a week by 
the direct labor group. If the indirect labor group does its job in less 
time in any given week than the standard requirement, incentive pay 
is given indirect workers for the number of hours they’ve reduced their 
work time below the standard. 

The work standard is elastic, subject to constant study by the de- 
partment supervisor and a full-time study engineer, and payments are 
based on average hours worked as opposed to average standard time 
allowed (which would change weekly with department output) over the 


previous 10 weeks. 
—K. W. Bennett in Irom Age 11/24/55 
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The Research Task Force: 
More Companies Are Using It 


Ixpustry is adopting the wartime 
“crash program” in which hundreds 
of scientists and engineers interlace 
their study of a single problem. 

This isn’t merely research as usual. 
Basic research continues, turning up 
new scientific information. And in 
hundreds of companies, researchers 
look for ways to apply a basic dis- 
covery to a new product or a new 
process. 

Task force research is different— 
narrower in its aim and broader in 
the range of scientific, engineering, 
and management talent that it uses. It 
has a specific and usually extremely 
complex job to do. 

Well-known examples in the mili- 
tary field were the Manhattan project 
that produced the A-bomb, develop- 
ment of nuclear power for submarines, 
continuing projects in guided missiles 
and gunfire control. Huge medical 
programs such as the Salk field test 
are built around similar task forces. 

Industry generally uses task force 
research on a less lavish scale. The 
Chrysler Corp.’s redesign program of 
two years ago involved thousands of 
skills in a program to regain lost 
market position; but more typical is 
the 30-man task force of Olin Mathie- 
son Chemical Corp.’s E. R. Squibb 
Division, that perfected isoniazid, the 
antituberculosis drug. 

Experts see three factors pushing 
more companies into task force re- 
search: (1) tougher competition, put- 
ting more premium on keeping ahead; 


(2) technological breakthroughs—new 
metallurgy, new chemicals, new elec- 
tronic circuits—that open vistas for 
new products; (3) probably most of 
all, the increasing complexity of 
science and engineering and the in- 
creasing specialization of technicians. 
This calls for new groupings of spe- 
cialists who complement each other in 
knowledge, plus more support from 
other experts—in short, a team or 
task force. 

A company doesn’t have to be huge 
to afford a task force. Smaller com- 
panies can apply the method in 
selected situations. That’s how Merck 
& Co. developed its penicillin process. 

The first decision in planning a task 
force project is to pin down an area 
where it will pay off. Executives and 
scientists agree that it shouldn't be a 
substitute for pure research or for 
orthodox application research. But it 
can grow out of these, and can also 
contribute to them. 

There’s unanimous agreement on 
one point: You must have a first-class 
man to head the team. Some of the 
project manager's qualities are obvious. 
He should be, for instance, a respected 
scientist—the researchers will do their 
best if led by one of their own pro- 
fession. Then, of course, he must be 
able to get along with people. 

Almost every company has some 
variation in the way the task force is 
set up and supervised. Each has its 
own way of getting around the usual 
snags: communications, pay, promo- 
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tion, environment, recognition. The 
job is often both large and complex. 
Every part of the team has to mesh 
smoothly with every other part. 
There’s little individual recognition. 
It’s all very frustrating to the scien- 
tists. 

The most successful teams seem to 
have a lot of fairly informal com- 
munications—casual chats and fre- 
quent staff luncheons—for the neces- 
sary give-and-take. With a pleasant 
environment and a management ready 
to give a pat on the back as well as 
a salary boost, a company can get 
scientists for its task force, even in 
a day when technical people are 
scarce. But they won't nibble unless 
they see a long-range future in the 
project. 

That brings up the problem of what 
to do when the project comes to a 
successful end. If you simply disband 
the team, you'll never get another one 
together. Word gets around. 


As George D. Ensign, research di- 
rector for Elgin National Watch Co., 
told an American Management Asso- 
ciation audience recently, “A success- 
ful project is not stopped—it is 
weaned.” Whether the company car- 
ries some of the team members into 
the research staff of the new business 
they have produced or sets them a 
new and equally interesting assign- 
ment, the men of the task force must 
be prepared to work under changed 
conditions. The technical schools are 
helping to prepare research and de- 
velopment people for such changes. On 
many campuses, the technical curri- 
culum is being broadened to include 
more of the humanities, to help scien- 
tists get along better with other peo- 
ple. 

Meanwhile, the task forces are get- 
ting more popular with the Ph.D.’s. 
They're coming out of school seeking 
jobs on task force projects. That’s good 
news to management. 


—Business Week, December 10, 1955, p. 130:4. 


What to Expect in 1975 


More roop. Better shelter. Greater 
comfort. More leisure and more ways 
to enjoy it. And 20 million more jobs 
—better jobs. That’s how industry sees 
America in 1975. 

It is a practical view. When indus- 
tries and trade associations were asked 
by the U. S. Chamber of Commerce 
to contribute to a composite picture, 
they were careful to avoid daydream- 
ing. 

Their predictions anticipate applica- 
tions of current research, or improve- 
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ments in products now available. The 
changes they foresee are the natural in- 
crement of a free, competitive, enter- 
prise system. 

Among the things U. S. industry ex- 
pects to offer its 221 million customers 
in 1975 are: 

A variety of nutritious foods at 
lower cost. New plant foods and new 
irrigation methods will increase food 
production. Cost-saving advances are 
coming in distribution—among them 
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moving belts, automatic loaders, and 
electronic counting machines. 

The food shopper's wait at the 
check-out counter will be shortened by 
an electric eye and an automatic com- 
puter to tot up her bill. The items she 
takes home will include many more 
prepackaged foods, some equipped with 
chemical cooking or cooling units. 

More luxurious living. Within 
homes, the most obvious change may 
be the absence of fixed interior walls. 
Lighter, stronger construction will elim- 
inate the need for propping up the 
roof and ceiling. Walls can thus be 
movable. 

In this home, many new mechanical 
servants will do the owner's bidding. 
Automatic controls will close windows 
against weather changes. Ultrasonic 
waves will wash clothes and dishes. A 
twist of a dial, and clothes will move 
on to automatic ironers. Electronic 
wall panels or gas heat pumps will sat- 
isfy every temperature whim. 

In electric kitchens, panels of tiny 
thermo-junctions will provide both 
heating and cooling units. Incinerators, 
refrigerators, and cooking units will 
appear and disappear at a touch of a 
button. 

Control panels will regulate interior 
lighting. A hand waved before such 
a panel will raise or lower lights, even 
change their colors. 

New in home entertainment will be 
the television tape recorder and the 
electronic music synthesizer, both op- 
erated with paper tape. The home 
owner can record pictures on tape, 
play them back on the family’s picture- 
frame TV. 

Cities with fewer problems. Light- 
weight concrete buildings 40 stories 
tall, and office buildings sheathed in 
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stainless and enameled steels, will 
change skylines in 1975. Planned civic 
centers will change city geography. 

But perhaps the greatest change will 
be improved traffic conditions. Accord- 
ing to one proposal, drivers will leave 
their cars at fringe parking lots and 
step into conveyer carriages that will 
transport them to the city. 

Beneath the main shopping district 
conveyers will move shoppers from 
store to store; after business hours, this 
same system will deliver freight. 

Specialized transportation. An in- 
town car, about the same size as today’s 
but much lower, will carry four people 
at medium cruising speed. An auto- 
matic brain may handle parking prob- 
lems. 

For long-distance travel, the car of 
tomorrow will be a highway cruiser, 
longer, lower, and wider than today’s. 
A gas turbine—or perhaps atomic 
power—will drive it over many-leveled 
superhighways. Electronic devices will 
warn of obstacles, may even eliminate 
the need for a driver. 

For freight, the trucking industry 
predicts atomic-powered tractors with 
electric drive motors on each axle. 

Railroad freight service will be 
speeded by triple-decked classification 
yards where cars will be switched elec- 
tronically, and TV cameras will facili- 
tate inspection and recording. 

New types of passenger trains are 
promised. Long-distance travelers will 
find floating chairs, hideaway tables, 
and adjustable compartment partitions. 
Conveyor tubes will bring food and 
beverages, and conveyer aisles will 
move those who want to go from car 
to car. 

Roadbeds will be kept in condition 
by a machine which in one operation 
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will take up old track and lay new, 
widen and grade the roadbed, ditch for 
drainage, replace and tamp rock bal- 
last. Some trains may be pulled by 
atomic-powered locomotives. Radar 
signals will contribute to safer move- 
ment. 

The aviation industry promises jet- 
propelled freight planes capable of car- 
rying 100-ton payloads at 600 miles an 
hour. For the long-distance traveler, 
200-passenger airlines will fly from 
Washington to Paris in under three 
hours, at 1,200 miles an hour. 

Shorter-flight passengers may ride 
flying saucers; helicopters will be used 


between suburbs and downtown areas. 

This sampling of what a few indus- 
tries plan for the future demonstrates 
how a dynamic economy continually 
looks ahead to new products, new serv- 
ices, new developments. It shows, too, 
where this country will find a mil- 
lion new jobs each year to match pop- 
ulation growth. 

Many of these jobs will be in indus- 
tries not even anticipated today. Some 
will be new techniques in old indus- 
tries. In any case, they will be better 
jobs leading to further technological 
advancement because, even in 1975, 
our free market economy will still be 
looking toward the future. 


—Nation’s Business, September, 1955, p. 56:6 




















“I say now's the time to hit them for a raise, Agnes.” 
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Selling the Workforce on Cost Control 


W Hen MANAGEMENT at Johns- 
Manville Corp. explored ways and 
means of cutting production costs, it 
ran up against the fact that few of 
J-M’s 14,000 hourly employees saw 
the link between the company’s eco- 
nomic problems and their own job 
security. 

This was something of a_ shock. 
The company had used dozens of 
communications devices. It had talked 
economics and company business. Its 
community relations program had _ be- 
come accepted. Yet, it seemed, the 
story on competition hadn't really 
penetrated to the hourly employees. 

Management reasoned it had to do 
more than expand facilities, install 
new machinery, improve methods, and 
impose controls on quality, waste, pro- 
duction efficiency. Such attempts 
couldn't succeed if they hit employee 
resistance every step of the way. 

What was needed, top officials de- 
termined, was an improved, purpose- 
ful communications program to achieve 
these objectives: 

“1. Development of a closer rela- 
tionship between supervisor and em- 
ployee based on a realistic appreciation 
of the fact that the security of both 
is tied directly to Johns-Manville’s 
ability to sell competitively. 

“2. Development of an atmosphere 
that promotes free exchange of in- 
formation. 

“3. Maintenance of continuous 
awareness of the direct competition 
faced by each production department, 
and the need for each person in that 
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department to outdo his competition.” 

Top management and the relation- 
ships department staff put their heads 
together. They mapped out a plan 
which would not be a cost reduction 
program as such, but would prepare 
the ground by opening more effective 
communications channels and by build- 
ing specific understanding of the tie-in 
between competition, production, eff- 
ciency, and job security. The over-all 
theme: “Let’s All Work Smarter!” 

Johns-Manville’s President A. R. 
Fisher and other top officers visited 
each of the 23 piant and mine loca- 
tions in the United States and Canada. 
At each location, they held two meet- 
ings: the first for the plant manager 
and his top staff, the second for 
foremen. 

Next, plant and mine managers 
called local union officials together to 
explain the program. Without excep- 
tion, the officials and stewards of 27 
unions representing J-M employees not 
only endorsed the program, but took 
active part. The start of 1954 saw 
each plant and mine launching the 
“Work Smarter” program. The com- 
pany was able to make significant 
cost reductions the first year. 

Department Meetings. The heart of 
the program has proved to be the in- 
formal meetings between the foremen 
and their own departments. The 
fofemen were given training and 
guidance by plant industrial relations 
men. And the enthusiastic response 
of the hourly employees quickly over- 
came foremen’s original misgivings. 
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Held during working hours, the 
meetings are used mostly to hash over 
daily department production problems 
and to tap the ideas of the men. Liter- 
ally dozens of practical ideas have 
come out of the meetings. No individ- 
ual credit is given, but plenty of recog- 
nition is given the team effort. “This 
is not just a ‘feeling’ of participation,” 
one J-M official explained. “This is 
real participation. More than anything 
else these meetings have served to 
penetrate the ‘steel curtain’ between 
management and hourly employees.” 

Dramatizing Competition. In each 
department, a display panel shows the 
latest products competitive with what 
that particular department is turning 
out. The display caption is hard-hit- 
ting: “This is your competition!” 

At the mines the display panels are 
used to exhibit the end use of the 
fiber by means of photographs or 
samples of products in which it is 
used. . 

Direct Management Messages. The 
program also uses plant manager news- 


letters, and publicity in the company’s 
magazine, News Pictorial. Monthly, 
each plant or mine manager sends a 
simple mimeographed newsletter to 
each employee, telling of important 
orders obtained or lost, production 
records, quality-control problems, new 
equipment, safety, etc. 

To give more continuity to the 
program, for 40 weeks out of the 
year J-M uses a nationally syndicated 
poster service on such subjects as 
waste, teamwork, skill, good house- 
keeping, competition, and absenteeism. 
This too has the “Work Smarter” 
slogan plus a personal message from 
the plant manager. 

The whole program has been an 
outstanding success. Plant and mine 
managers individually have reported 
such specific results as “a dramatic 
drop in petty grievances,” less work 
contracted for outside,” “more effi- 
cient, less costly methods from ideas 
developed in the meetings,” and “re- 
duced maintenance costs.” 


—The Communicator (Employers Labor Relations Information Committee, Inc., 
New York 17, N. Y.), No. 2, 1955, p. 2:8. 


One Industry’s Training Practices: A Survey 


Everysopy is training employees. But 
who has taken inventory? Is there 
available anywhere a summary of what 
any one industry is doing about train- 
ing, with which any company might 
compare its own practices? 

Because of the widespread interest 
in these questions, a survey was recent- 
ly undertaken by the University of 
Tulsa with the cooperation of the 


February, 1956 


petroleum industry. Findings of the 
study were based on replies received 
from 50 companies, employing a total 
of 452,611 people. For the purposes of 
the survey, types of training were 
divided into five categories: job know- 
how, human relations, policies and pro- 
cedures, safety, and general. Each of 
these types of training was further 
divided into classroom and on-the-job 
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training. For comparison, findings were 
calculated in terms of “preference 
scores.” 

Here are a few of the most significant 
findings: 

Of the 50 companies surveyed, class- 
room instruction in job know-how is 
given to: foremen and section heads, 
by 29 companies; executives, by 4 com- 
panies; technical and scientific employ- 
ees, by 24 companies; office workers, 
by 16 companies; operating and main- 
tenance workers, by 20 companies. 
Average, or preference score, is 20. 

The preference score for job know- 
how in on-the-job training is 35. Aver- 
aging 20 and 35, we have an over-all 
preference score of 28 for job know- 
how in classroom and on-the-job train- 
ing combined. Safety training follows, 
with a preference score of 26; then 
come policies and procedures (20); 
human relations (17); and general 
(17). 

Foremen and section heads receive 
training more frequently than other 
groups, with technical and scientific 
employees, operating and maintenance 
workers, office workers, and executives 
following in that order. 

All of the companies use the foreman 
to train one or more other types of 
employees. To qualify the foreman 
for his heavy training responsibilities, 
36 companies give classroom training to 
the foreman in human relations, 30 
companies use special instructors to 
teach the foreman human relations, 
36 companies use the conference 
method to develop his human relations 
skills. 

Executives, usually underprivileged 
training-wise, receive the largest share 
of training by outside agencies. Many 
companies send their executives to uni- 
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versities for short leadership courses. 
Foremen also receive a considerable 
amount of this type of development. 

In 17 of the 50 companies, employees 
participate in determining training 
needs. In 19 others, or a total of 36, 
supervisors take a hand. In 13 com- 
panies, employees, supervisors, training 
section, and executives all work to 
gether in planning their developmental 
projects. Labor unions give active co- 
operation in most companies. 

Oil companies are deliberate but pro- 
gressive in their adoption of training 
methods. The conference is a strong 
favorite for all types of training, but 
especially for leadership development. 
Other popular methods are question- 
and-answer, lecture, and demonstra- 
tion. 

Problem and case study and role- 
playing are comparatively new. Many 
companies consider them still too aca- 
demic and untried. 

Company manuals are the most 
popular training device, since they are 
conveniently adaptable to almost any 
training situation; motion pictures, 
slides, and machinery parts are also 
widely used. Mechanical or synthetic 
trainers are coming into use, despite 
their high initial cost. 

Of the 50 companies, 25 report they 
employ 314 full-time training workers, 
or an average of 13 per company. The 
same 25 employ an average of 7,225 
people. This means that they have one 
training specialist for each 556 em- 
ployees. 

Only half of the companies report 
any sort of company-wide coordination 
at all. Also, the number of man-hours 
being devoted to training is still a 
question for wildest conjecture. Only 
18 of the 50 companies made any at- 
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tempt to supply this information. 
Some of these explained that their re- 
turns were rough estimates. 

Of the 50 companies, 11 consider 
an employee for promotion when he 
completes a course in job know-how. 
Six companies conduct tests at the end 


When asked, “Do you favor a cen- 
tral training section to coordinate and 
assist in all company training?” 40 of 
the 50 companies answered “yes.” 
Nearly all agreed, too, that training 
should be a line responsibility, with 
the training section advising, planning, 


assisting, coordinating, testing, and 
evaluating. 
—Car_ MULLINS WHITE. American Business, November, 1955, p. 16:6. 


of courses in job know-how; one, 
human relations. 


Your Employee Publication—Tabloid or Magazine? 


SHOULD YOUR new company publication be a magazine, or should it be 
of the tabloid newspaper type? 

Although there are considerably more employee magazines than 
newspapers in the employee publication field, the tabloid newspaper 
appears to be gaining greater management acceptance. 

Here are some of the reasons the champions of the newspaper pro- 
vide to support their view that the newspaper is the better form: 

1. Generally, the newspaper costs less. The typical tabloid’s pro- 
duction costs are invariably lower than those of a magazine. 

2. The newspaper is a more timely medium. Although most tabloids 
issued for employees are produced on a monthly basis, there is a growing 
tendency on management’s part to step up the frequency of issue. 
Tabloids which, a few years ago, were issued monthly are now appearing 
semi-monthly or even weekly. Thus, copy can be reasonably current, 
and personnel news is not weeks or months old. 

3. The newspaper requires less staff. One wartime plant tabloid 
newspaper, produced on a bi-weekly basis and run on the local newspaper 
press on standby time, was turned out by a staff of two. 

4. The newspaper invites a quick, immediate reading. It may be read 
and popped into the wastebasket in the same day, but the point is it 
gets read. 

Advocates of employee magazines consider the tabloid a poor repre- 
sentative of management. They contend that a colorful and attractive 
employee magazine becomes a matter of pride to employees. One edi- 
torial veteran suggests, however, that it is well to “be cautious of the 
plushy product, because it too often prompts the employee to suggest 
that the budget be redistributed in the pay envelopes.” 

—Rosert Newcoms and Marc Sammons in Industrial Marketing 10/55 





VITAL STATISTICS: Twice a year employees of Bell Telephone Company 
(Philadelphia, Penna.) are given a “box score” showing: (1) promo- 
tions from one vocational job to another; (2) promotions from voca- 
tional jobs to management; (3) promotions within management. 
—Employee Relations Bulletin (National Foremen’s Institute, Inc.) 
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The U. S$. Negro Market—A Growing 


Sales Target 


Do you want more sales volume? 
Then take a look at America’s Negro 
market—it may be just what you have 
been looking for. 

It will be just as well at the outset 
to discard any conceptions you may 
have of the Negro market that are 
based on conditions of 10 or even 
five years ago. The Negro market is 
changing day by day, so fast indeed 
that today, in this between-censuses 
year, a good deal of conjecture and 
guesswork must be substituted for 
facts. But there’s no doubt at all that 
the Negro market is increasingly large, 
rich, easy to reach, and brand-con- 
scious. 

One in every 10 Americans is a 
Negro, a proportion that would give 
us a total of more than 16 million 
colored consumers now—assuming 
that the Census Bureau's estimate of 
total U.S. population of 162,500,000 
is correct. Studies of birth rate and 
school enrollment indicate that before 
long Negroes will make up 11 per 
cent or 12 per cent of the total popu- 
lation. But it ought to suffice for the 
present that the Negro market in the 
United States is larger than the entire 
Canadian market. 

On the basis of 1950 census figures, 
each million Negroes earned $1 bil- 
lion a year, a grand total of $15 
billion, $1 billion more than the total 
income of Canada and half again as 
much as the value of U.S. sales be- 
yond its borders. A most conservative 
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estimate of income this year for the 
Negro market would be $16 billion. 

Since 1940 there has been an in- 
creasingly large flow of Negroes from 
low-pay farm jobs to industry, where 
earnings are a good deal higher. The 
1950 census, for example, showed that 
Negro family income increased 192 
per cent during the previous decade, 
as compared to an increase of 146 
per cent for white families. 

There has been rapid advance in 
the educational status of Negroes in 
the past 15 years. Negro college en- 
rollment rose more than 2,500 per 
cent between 1930 and 1950. A good 
deal of the jump came during and 
after World War II. 


Another factor contributing to 
higher Negro income is the large pro- 
portion of women who work. This, of 
course, has somewhat increased the 
combined family income for Negroes, 
a most important consideration for 
makers and sellers of products for 
family use. 

The move of Negroes away from 
the farm has been so heavy in recent 
years that more than 60 per cent of 
the total now live in urban areas. 
Negroes are concentrated heavily in 
the large industrial cities, the biggest 
markets for consumer goods. Roughly 
30 per cent of the entire Negro popu- 
lation is found in 29 major industrial 
cities. Negro populations in those 
cities range from 10 per cent of the 
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total in New York to 35 per cent in 
Washington, D. C. 

This heavy concentration of higher- 
income Negroes means two things to 
makers and sellers of goods: (1) Be- 
cause Negroes are located in major 
markets, most manufacturers already 
are set up to handle any increased 
volume they may win from Negro 
consumers; (2) because Negroes tend 
to concentrate in large cities and 
within the cities themselves, it is rel- 
atively easy to reach them with special 
advertising and promotional cam- 
paigns. 

The Negro’s desire to improve his 
lot, his increasing income, and the 
fact that he’s been burned so badly 
and so often in the past with shoddy 
merchandise makes him a _ highly 
brand-conscious consumer. 

In a larger sense, the Negro market 
is just a part of the U.S. market as a 
whole. But many astute advertisers, 
who don’t pinch pennies when it 
comes to building up general recogni- 
tion for their products, put a measure 
of extra effort into cultivating the 

—Victor J. Devraire. Printers’ 


Obsolescence Can Spell 


QO ssoLesceNce is as much a state of 
mind as a physical measurement in 
business; a healthy dissatisfaction with 
doing things less well than they can 
be done. If the book value of the 
equipment that “functions about as 
well as it did when it was bought” or 
the tradition of the method that 
“always worked in the past” is allowed 
to hide the potential of the new ma- 
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Negro market. Leaders among adver- 
tisers gunning for a bigger share of 
the Negro market are the liquor, to 
bacco, petroleum, food, and drug 
companies, just as they are the leaders 
in soliciting the market as a whole. 
Some of these companies employ Ne- 
groes for contact work; some don't. 
But, in both cases, the advertiser makes 
every effort to understand the Negro 
consumer and reach him with adver- 
tising specifically directed to Negroes. 

Many marketers use radio and tele- 
vision stations that cater largely to 
Negro advertisers. You'll also find a 
good many concentrating at the 
counter level. Their point-of-sale ma- 
terial, largely with special art treat- 
ment, takes the form of store ban- 
ners, window stickers, posters, counter 
tents, and leaflets. In other words, 
they treat the Negro market as a 
separate segment of the market as a 
whole—an extra bit of care that has 
caused the till to ring merrily for 
advertisers of all kinds of products 
that Americans need. 


Ink, September 16, 1955, p. 52:6. 


Progress 


chine or the new approach, companies 
deteriorate. 

It is not hard to find entire indus- 
tries or regions where failure to mod- 
ernize is characteristic of most com- 
panies. And it is no coincidence that 
low earnings and even distressed finan- 
ces are the prevailing pattern. 

Loss of vitality compounds itself. 
Once an industry or a region starts 
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downhill, there is progressively less 
competitive pressure to modernize. For 
a while—sometimes a long while—the 
individual companies may seem able 
to get along somehow, because they 
are all operating on the same basis. 
But a high price is paid for lethargy. 
Business slips away to substitute prod- 
ucts or locations. Payrolls go down. 
The standard of living falls behind. 
There are more and more pockets of 
unemployment. 

Those interested in the well-being 
of their industry or region must do 
what they can to help individual 
enterprises by creating a business 
climate of progressiveness. This means 
not only bringing in new businesses; 
even more it means fostering the re- 
juvenation of existing enterprises, 
which offer the richest potential for 
improvement. 

Obsolescence is most commonly 
thought of in terms of plant and equip- 
ment; these are certainly crucial, but 
the concept is just as valid for methods 
and processes. If, however, a company 
is willing to approach the question of 
its physical property in a progressive 
spirit, it is also likely to be progressive 
in its operating methods. 

The savings achieved by installing 
new machines or processes can be in- 
direct as well as direct: better service, 
better quality, better morale. Likewise, 
the costs can—and should—be figured 
from many angles: scrap value, interest 
payments, desired rate of return on 
capital, alternative uses of capital, time 
value of money, possibility of still 
more advantageous equipment in the 
future, and the like. Figuring the pros 
and cons of equipment replacement 
has become a science. 

The essential, from management's 
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point of view, is to have a healthy 
dissatisfaction with the old and a sys 
tematic procedure for considering re- 
placement. In such an atmosphere the 
problem is likely to take the form, not 
of “It would be nice, but we can’t 
afford it,” but of “How are we going 
to do it?” 

For most companies there are several 
alternatives, such as these: 

1. Major overhaul may be less ex- 
pensive and almost as good as buying 
a complete new installation. 

2. Raising capital will be easier if 
there is concrete evidence that the com- 
pany has done a careful job of plan- 
ning improvements that will produce 
profits. 

3. Machinery can often be acquired 
on a lease basis; sometimes leasing is 
cheaper than purchase over the long 
run. 

The same opportunities for modern- 
ization can be found in business meth- 
ods. The handling of paperwork has 
come in for increased attention, with 
startling results in many companies. 
Improvements have ranged from elabo 
rate computer installations to simple 
consolidations of order, shipping, and 
invoice forms. 

Good results have been secured also 
from modernization of methods in in- 
ventory control and production sched- 
uling. In most cases the company had 
been following its same old procedures, 
until something happened to wake 
management up, to make it conscious 
of the many dollars that could be 
added to operating profits by taking 
a careful, critical look at present ways 
of doing business. 

Of all major areas for improvement, 
marketing is perhaps the most striking 
because sales provide the dollars which 
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fuel the rest of the business; even a 
slight competitive edge in selling is 
likely to result in a large gain in total 
operations. Yet there is such a com- 
plex of interlocking, intangible factors 
that the need for improvement may 
easily be overlooked. A _ systematic 
analysis of the whole marketing struc- 
ture is probably the most logical ap- 
proach. But there are also piecemeal 
improvements that may be worth 
while: new incentive plans for sales- 
men, analysis of the customer list to 
weed out unprofitable accounts, revi- 
sion of the discount policy, and so on. 
Such moves, made properly, can bring 
high dividends without a heavy cash 
outlay. 

The most important aspect of obso- 


lescence is management; if management 
is forward-thinking and competent, 
all other aspects will get the moderniz- 
ing attention they need. A manage- 
ment may sink so far that its only sal- 
vation is replacement. But in most cases 
management can do an overhaul job on 
itself. ' 

Only by constantly looking for 
ways to improve—through serious lis- 
tening, reading, and thinking, even 
though this is difficult for a busy, 
impatient, action-oriented man—will 
there develop the possibility of using 
obsolescence constructively. Only by 
constantly discarding the old, no mat- 
ter how well preserved or how great 
the investment in it, will obsolescence 
become the key to progress. 


—Acme Reporter (Association of Consulting Management Engineers, Inc., 
347 Madison Ave., New York 17, N. Y.), No. 5, 1955. 


Tips for Trade-Show Exhibitors 


IF YOU’RE GOING to exhibit in a trade show, know why you’re doing it 
and do it right, urges William S. Orkin, professional trade show 
manager. He offers this advice: 


1. Establish your objectives. For instance, whether you are enter- 
ing a regional show to shore up a weak area, open a new market, or 
keep an important distributor happy will naturally have a bearing on 
the success of the venture. 

2. Size up the show in the light of its claims and your goals. Make 
sure it will produce the audience it promises; for a new show, find 
out if the management is established and reputable. Then decide 
whether the prospects are worth the investment. 


3. Give enough time, money, and manpower for a really effective 
exhibit. Half-hearted gestures to “make an appearance” can boomerang 
badly. A dull display and second-string personnel may actually lose 
customers. 

4. Publicize the exhibit thoroughly in advance, and follow up every 
inquiry, conversation, and request for literature. 

5. Create a businesslike, brisk atmosphere in your booth. Staff 
it with some of your own brass, and be sure everyone there has been 
trained in advance. Allow adequate rest breaks; and banish liquor, 
gossip, and plain socializing to the hotel suites. 
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Office Machines Skill: 
An Untapped Human Resource 


EARL P. STRONG 
College of Business Administration 
The Pennsylvania State University 


Nor onc aco, a capacity crowd 
turned up to hear a well-known pro 
fessor lecture on “Things You Have 
Always Known But Never Knew Till 
Now!” Though this intriguing title 
may have been particularly relevant to 
the study of linguistics, which hap- 
pened to be the professor's specialty, 
it could equally well be applied to 
many other fields. Office operations 
certainly afford many examples of facts 
that have always been known, but 
whose full implications are seldom 
actually understood. 

That work productivity depends 
upon skills and that skills are funda- 
mental to the work of all offices, large 
and small, are commonplaces with 
which we are all familiar. Yet the ex- 
tent to which this great human re- 
source remains virtually untapped is 
still for the most part unrecognized. 

Companies frequently hire office 
workers who possess only minimum 
basic skills in the belief that, with ex- 
perience, their skills will improve. 
Actually, though knowledge of the job 
generally increases rapidly, the basic 
skills improve very little, remaining 
constant in some cases, and actually 
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deteriorating in others. There are sev- 
eral reasons for this. In the first place, 
the employer usually makes little or 
no demand upon employees for higher 
productivity since, in most offices, 
work standards have not been deter- 
mined and set up. Second, the demand 
for operators of the most commonly 
used office machines is so great that 
employers will take on almost any 
applicant, even of the lowest possible 
proficiency. As a result, offices in all 
types of organizations are cluttered 
with persons whose productivity is ex- 
ceedingly low. Third, the average 
office-machine operator has been taught 
very little about the skill with which 
she earns her living. 

In school, for example, a girl is 
taught a certain minimum basic skill, 
say typing; she is also taught something 
about the machine she will be using. 
She is under the same impression as her 
employer—that the basic skill she 
learned in the classroom will develop 
on the job. This, however, is a fallacy. 
Basic skill seldom develops on the job 
without definite, conscious effort on the 
part of the operator. What the typist 
should know, in addition to her basic 
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skill, is a method of maintaining that 
skill as well as a method of increasing 
it as she gains experience. 

Unfortunately both for the typist 
and her employer, she knows nothing 
of the techniques involved in maintain- 
ing and increasing her basic skill. She 
has never been told that the profi- 
ciency she can attain through con- 
sciously applying the techniques of 
skill development is practically un- 
limited. 

Because the typist was never taught 
this in school, her employer is faced 
with the task of telling her the story 
of skill development, giving her the 
time required to develop her basic 
skill further and, in various ways, en’ 
couraging her to improve her skill to 
the extent where she is a definite asset 
to the organization. 


THEORY OF SKILL DEVELOPMENT 


At the outset, it should be empha- 
sized that the whole idea of skill im- 
provement depends for its success on 
the operator's attitude. An operator 
must want to improve and be willing 
to devote sufficient time to the consci- 
ous effort, drill, and practice needed to 
bring about an increase in her basic 
skill. The only requirements, then, are 
hard work and individual effort.? 

The basic theories of individual skill 
development are applicable to all office 
machines requiring a manipulative or 
manual skill. The results have been 
particularly effective on such equip- 
ment as typewriters, key-punch ma- 
chines, and calculators. 

It is important for management to 
realize that production speed is usually 


1 Details of skill improvement techniques, plus a 


number of st _ drills, are included in 
the author’s book, How to Increase Office Pro- 
ductivity, published by Trico Service mpany, 


1337 South Garner Street, State College, Penna. 
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around 50 per cent of an individual's 
basic or drill speed. For example, if a 
typist has a speed of 60 words a 
minute, her productive capacity is 
only about 30 words a minute. Fur- 
ther, research has proved that pro 
ductivity increases as the drill or bas- 
ic speed increases; for instance, if a 
typist’s drill speed is increased to 100 
words a minute, her production speed 
will increase to around 50 words a 
minute. (In passing, it may be noted 
that a typist with a speed of 40 words 
a minute will have a production rate 
about equal to the speed of handwrit- 
ing, which is approximately 20 words 
a minute. Hence a basic speed of 40 
words a minute is the minimum that 
should be accepted in any office today.) 

The average typist has never been 
told that there are two levels of skill 
improvement. The first is known as the 
Conscious Effort Writing Level— 
the stage in which each stroke is 
thought through separately. Some typ- 
ists never get beyond this level, but 
most of them pass through it to the 
second, or Automatized Writing Level. 
A typist literally “crawls” through the 
strokes when first learning to type. 
Subsequently, however, she should 
“walk” through the strokes and even- 
tually “run” through them. 

At the Automatized Writing Level, 
the typist no longer thinks through 
the words being typed stroke by 
stroke. Such automatized writing be- 
gins to develop with some typists as 
early as the 45-word-a-minute stage, 
while for others it may begin as late 
as 55 or 60 words a minute. In any 
event, the typist must be aware that 
this level of writing exists, and should 
strive to acquire a facility that may 
be considered somewhat automatic. 
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Fear is the biggest enemy of any 
office machine operator, especially the 
typist. It is the fear of making errors 
that keeps writing speed down to low 
levels and prevents the operator from 
enjoying the high speed and accuracy 
experienced from automatized writing. 
Yet research findings indicate that 
errors are most common at the Con- 
scious Writing Level. High speed writ- 
ing does not necessarily mean more 
errors. When a typist drills and prac- 
tices for control, she learns control. 
Strokes that are properly controlled 
are accurate strokes! 

Because high productivity is the 
outcome of speed plus control, accu- 
racy and speed must be developed 
together. Accuracy is the result of 
gaining control of the keyboard in 
writing certain combinations of letters, 
which in turn make up the words, at 
a given rate of speed. The speed is the 
sum total of the speed of the individ- 
ual strokes. Each level of speed at- 
tained by an operator must be con- 
trolled through conscious effort, such 
as drill and practice. 

Another fact that must be under- 
stood is that rhythm should be vari- 
able and not metronomic. Many arti- 
cles have been written about rhythm, 
particularly in typewriting, and still 
the notion persists that a perfect met- 
ronomic rhythm should be maintained. 
This is certainly not true with high 
speed typists. When typing is done 
metronomically by those who have 
been incorrectly taught by the use of 
music or metronomes, it results in 
slow, laborious writing with a high 
percentage of error. This is because 
the speed is determined by the most 
dificult combination typed. The re- 
sult is the well-known plunk-plunk- 
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plunk that is heard in many offices. 
In tests made with high speed typists 
of national reputation, none of them 
typed at even rates of speed. The difh- 
culty of the writing material—the 
words or combinations of letters within 
the words—determined the writing 
speeds. Easy combinations were writ- 
ten at high rates of speed, while diffi- 
cult combinations were written at rel- 
atively slower rates of speed. Control 
was maintained by typing accordingly. 

A typist must learn to write a difh- 
cult combination slowly if she is to 
“negotiate” it successfully; she must 
write it with complete control. The 
novice and, for that matter, many 
thousands of typists employed in offices 
today, try to do what even the best 
typists would not think of doing— 
write all words and combinations at 
the same rate of rhythmic speed, 
thereby losing control on the difficult 
combinations. To eliminate errors, it 
is imperative that control be exer- 
cised. 

However, though typing should fol- 
low an uneven or “rippling” rhythm, 
the speed of the stroke must remain 
constant. In general, a typist should 
have at least three rates of speed, but 
only one rate of speed for the stroke 
itself. The three speeds, perhaps, may 
be slow, medium, and fast. When an 
easy combination of letters is typed, 
the typist writes at her highest con- 
trollable rate; should the combination 
of letters be difficult, the typist must 
learn to write the sequence at a slow 
typing rate by allowing more time be- 
tween strokes but nevertheless main- 
taining her highest controllable strok- 
ing rate. Under this system, a typist 
always types at her highest controllable 
rate. The variations in writing speed, 
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depending on the difficulty of the 
letter combinations involved, follow 
from the lapse of time between each 
stroke. 


HOW BASIC SKILL IS INCREASED 


The goal of every physically normal 
office typist should be at least 100 
words a minute (gross rate) with 
high accuracy. This can be achieved 
by any operator willing to follow 
a simple drill and practice schedule. 
It must be remembered that to main- 
tain a skill, practice is essential, and 
to increase the skill, extensive drill 
and practice are imperative. Regular 
drilling should become part of the 
routine of every typist and office ma- 
chine operator. After a basic skill has 
been developed, it must be kept up 
at all costs. 

Among the drill points that have 
been found to be basic to successful 
skill development are: 


1. Short intervals, or “spurts,” are 
superior to long interval drills. These 
“spurts” give the operator the “feel” 
of the speed which she is trying to 
control. Long intervals cause fatigue 
and errors, with the result that the 
operator is discouraged, and little prog- 
ress is made in developing basic skill. 
Though short-interval drills have little 
practical value in themselves, once 
control is attained at a given speed 
for a short interval, the writing period 
can be slowly lengthened and sus- 
tained writing for long periods will 
result. Three minutes of concentrated 
drill first thing on arrival at the office, 
three minutes just before noon, and 
three minutes in the middle of the 
afternoon make up a typical drill 
program that has proved successful. 
Through the use of short-interval 
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drills, progress in increasing speed 
will be much easier and faster, and 
good control (high accuracy) will be 
insured. Thus, the goal—high speed 
with high accuracy—will ultimately 
be attained. 

2. Using a set of speed spurt drills, 
the typist selects a particular drill 
that matches her speed. She types 
the drill and checks the results for 
control (accuracy). Then she re- 
writes the drill over and over, striv- 
ing for more and more control. She 
continues this procedure until she can 
type the drill at the selected rate of 
speed with full control (no errors). 
When she has reached the goal of 
typing a selected rate of speed without 
error, she takes the same drill and 
learns to sustain the speed on it by 
typing the same material for a longer 
period of time but without increasing 
the rate of speed. This is important 
to the typist and her production work 
on the job since any given speed must 
be controlled over relatively long pe- 
riods of time. When control has been 
attained on a sustained drill, the typist 
must learn to increase the time still 
further. She must keep in mind that 
there is no royal road to building 
skill—it takes patience, hard work, 
the right attitude, a desire to increase 
the basic skill, and a willingness to 
produce at the highest capacity for 
the employer. 

3. The results of the drilling must 
be consciously carried over into pro- 
duction work The typist must try to 
attain the highest production speed 
possible based upon the results of the 
drills. For example, if the typist has 
just completed the 68-word-per-min- 
ute drill and is returning to production 
work, the “feel” of the 68-word-per- 
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minute speed should still be with her; 
if not, she should make every effort 
to attain the same speed in her work. 
This is seldom accomplished, but cer- 
tainly by conscious effort the gap 
between the drill speed and a low 
production speed can be closed. 


EQUIPMENT 

Though it is generally recognized 
that equipment affects office produc- 
tivity, typewriters, calculators, and 
key-punch equipment are generally 
placed on tables that are much too low 
for high production work. Most office 
desks today are 26 inches high. For the 
operator of average height, this is 
too low for greatest efficiency. Most 
typewriters, for example, are too low 
for comfortable working posture and 
effective control of the keyboard. The 
present height of 26 inches is not 
founded on any scientific basis but has 
merely evolved from the sewing ma- 
chine stand which supported the first 
typewriter, whose carriage was thrown 
by a foot treadle. 

For years, champion typists have 
typed on machines 30 inches from 
the floor. This enables the backs of 
the hands to conform comfortably 
to the slope of the keyboard and 
permits a clawing stroke, using the 
fingers only. This is speedier and 
more accurate than the usual stroking 
position which involves motion of the 
entire arm. With electrically operated 
typewriters, because of the shallow 
keyboard, the height of the writing 
surface may be 28 inches from the 
floor. 

High speed results from releasing 
keys quickly. Because the muscles on 
the inside of the hand are 2% times 
faster than those on the outside, the 


fastest stroking motions are made 
with the muscles which pull the fin- 
gers back off the keys (the clawing 
stroke). By causing the hands to be 
placed higher, the raised typewriter 
eliminates the upward motion re- 
quired to get the fingers off the keys. 
The raised position also encourages 
a straight back and relaxed shoulders, 
both of which reduce stiffness and 
fatigue. 

Desk manufacturers do not produce 
desks of the correct height because 
there is no demand for them. No 
doubt they will go on making 26-inch 
desks until users realize their deficien- 
cies. Unfortunately, once an operator 
has been trained to “write in her lap,” 
it is difficult to change the pattern. In 
fact, she may insist that it is correct 
to write bent over the typewriter, and 
that she does not “feel right” unless 
she is in this awkward, unhealthy 
position. 

Of course, to those operators who 
are not called upon for, or are not 
capable of, high level performance, 
the height of the writing surface is of 
little concern or consequence. If a 
girl is typing at the rate of 30 words 
a minute, it hardly matters whether 
she is writing in her lap, whether her 
legs are crossed, or whether she uses 
all her fingers. But to an operator 
who is striving to attain high level 
productivity, such things as the height 
of the writing surface, the condition 
of the equipment, and strict attention 
to her skills are of utmost importance 
not only to her but to her employer. 
Perhaps there will come a day when 
companies will no longer “put up 
with” laboriously slow, low-skilled, 
inaccurate office workers, and opera- 
tors will be producing at unheard of 
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high levels. This goal can be reached 
just as soon as management demands 
higher skills and follows up the de- 
mand with programs of aid to em- 
ployees who need help in attaining 
the standards that are set up. 


TRAINING FACILITIES 

With the present great shortage of 
ofhce machine operators, companies are 
finding it necessary to take on some 
of the training that normally might 
be done by schools, colleges, and other 
agencies. The facilities that should 
be provided for in a total training 
program are: (1) adequate classroom 
space for group training in which 
basic instruction may be given to a 
number of employees at one time; 
(2) a training-production pool to 
which employees may be initially as- 
signed for training on selected pro- 
duction work for the purpose of ap- 
plying basic skills and developing ad- 
vanced job knowledge and skills; and 
(3) training of the employee by a 
supervisor on specific jobs and opera- 
tions. 

The use of training-production pools 
should not be overlooked. The word 
“pool” has fallen into disrepute in 
some organizations because it connotes 
a place where employees of low abili- 
ties and skills are relegated to perform 
miscellaneous, unimportant tasks. Ac- 
tually, the training-production pool 
should be used to train new workers 
and to retrain old workers as the case 
may require. It is an excellent place 
to teach operators the basic theories 
of office machines skills and the im- 
portance of drills along with their 
daily work, as well as to instill in them 
the fact that high productivity is the 
outcome of intensive effort in develop- 
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ing their basic skills. No office machine 
operator, for example, should be as- 
signed outside the pool unless she has 
met certain skill requirements. Cor- 
rectly used and headed by an effective 
supervisor, the training-production 
pool becomes a valuable asset to the 
organization. Incidentally, this is not 
the place to use a weak supervisor; 
on the contrary, the strongest super- 
visor available should be placed in 
charge of the training-production pool. 

While organized group training 
and training-production pools have 
been successfully developed over the 
years for new recruits, little progress 
has been made in on-the-job, at-the- 
desk training for experienced person- 
nel. This is especially true of at-the- 
desk skill training, which most office 
managers and supervisors have ig- 
nored, despite its great potentiality 
for increased productivity. 


SOME PROGRAM RESULTS 

The day has probably come when 
management's hitherto passive indif- 
ference to the skills of its office ma- 
chine operators must give way to 
active participation in company pro 
grams for improving them. Were he 
to be asked about the level of the 
skills of his office employees, the aver- 
age business executive would be unable 
to give an answer. His office manager 
and office supervisors would probably 
know the hiring level of the skills, 
but they would not know the pro- 
ductive level of the employees under 
their supervision. 

In the few cases where the tech- 
niques of skill improvement of office 
machine operators have been tested 
in company programs, remarkable re- 
sults have been achieved. They show 
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that when management is sold on the 
idea of building basic office machines 
skills, and administers the program 
wholeheartedly, employees are en- 
couraged to follow through. 

In none of the experiments con- 
ducted by the author has there ever 
been 100 per cent success on the part 
of all participants. Some supervisors 
and employees openly oppose the pro- 
gram. Some are unwilling to drop their 
preconceived notions about their basic 
skills; others do not even want to try 
to improve. No operator should be 
forced to go into a program against 
her own will. There will be a sufficient 
number of willing employees to prove 
to management that the idea is right. 

In most cases where failure has 
been experienced, much of the fault 
appears to have rested with the im- 
mediate work supervisor who either 
lacked enthusiasm for the project or 
felt that the workload was so heavy 
that any time spent on “silly drills” 
was wasted. Management must be sure, 
therefore, that the program is well 
planned and that it will be accepted 
by those in positions of responsibility 
and authority. It is best to experiment 
with one or two people first to prove 
the worth of the program before mak- 
ing it a company-wide affair. 

Company programs have proved in 
a number of cases that the effort in- 
volved in planning, launching, and 
following through a program of skills 
improvement is very much worth 
while. One nationally known organi- 
zation in New York City, for example, 
launched a program in its correspond- 
ence copying department with a 
group of 28 typists. The author trained 
the supervisors in the basic theories 
and techniques of drill and practice, 


118 


and they in turn trained the typists. 
Through the use of a drill and prac- 
tice routine for nine minutes each day 
over a period of two months, the aver- 
age productive skill (not just the drill 
speed) of the group showed an in- 
crease of 32 per cent, or the equiva- 
lent of adding nine additional typists to 
the workforce. No one can contend 
that the small amount of time diverted 
from productive work each day dur- 
ing the two-months’ training period 
was not worth while. It may be added 
that, in this case, management, super- 
visors, and employees all cooperated 
wholeheartedly in the program, a fact 
that undoubtedly contributed to the 
excellent results that were achieved. 

A similar program was adopted by 
a nationally known publisher in Chi- 
cago. Here, however, the project in- 
volved operators of key-punch ma- 
chines. Three supervisors were given 
training in the theories and _ tech- 
niques involved. Two of them were 
enthusiastic about the project; the 
third was openly critical. Drill materi- 
als were developed on the basis of 100 
drill cards representative of the daily 
work of the key-punch operators. The 
drill cards included alphabetical name 
punching as well as numerical punch- 
ing. A very careful record of each 
drill period was kept for each member 
of the three groups, and the relation- 
ship between drill speed and produc- 
tion speed was plotted on individual 
graphs. These records were kept for 
two months, and the results were 
carefully analyzed. They showed that 
the basic skills of key-punch machine 
operators can be improved as much 
as 25 per cent. However, the results 
of the group of employees working 
under the supervision of the skeptical 
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supervisor were noticeably lower than 
those of the other two groups. 

In another typical  skill-improve- 
ment project in a large Midwest in- 
surance company, 70 typists in the 
policy-writing department were divid- 
ed into two groups. The program re- 
sulted in an average increase of 23.92 
words a minute with a significant 
difference between the first and last 
drill of 7.41. This project indicated 
not only that productive capacity 
can be substantially increased, but 
that the standardization of perform- 
ance can be vastly improved. At the 
beginning of the project, the stand- 
ard deviation was 20.1 and at the 
end of the two-month period it was 
reduced to 10.05. Such results are 
obviously important to organizations 
where it is necessary to obtain as 
much standardization of performance 
as possible. 

The drills used in these projects 
were based on the precise kind of 
work that was being performed for 
production. Such drills may be de- 
rived from straight typing material 
taken from the files of the organi- 
zation, statistical typing used in typical 
production work, name typing from 
lists in current use, and so on. 


ORGANIZING THE PROGRAM 

Whether skills training is given in 
an organized classroom or in a train- 
ing-production pool, it must be spe- 
cific and based on the production 
work that the employees will be doing. 
The theories and techniques of main- 
taining and increasing basic skills 
should be taught, drilled, and driven 
home. Many times this means that 
bad habits learned in previous class- 
room training must be broken, and 
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an employee's erroneous notions about 
her skills must be corrected. One im- 
portant job of the instructor or super- 
visor is to dispel fear, so that in- 
creased productivity will actually be 
manifested on the job. When such a 
training program is successfully car- 
ried out, the new employee will go 
to her assigned job knowing that she 
has to maintain her basic skill and 
is expected to increase it. She will 
also know the techniques to follow in 
training herself toward higher skill 
development. This will result in higher 
production, a happier employee, and 
considerable savings to the company. 

The at-the-desk, in-service type of 
training in skill improvement must 
be done under the direction of the im- 
mediate work supervisor. It is the 
supervisor's responsibility to see that 
the workers are motivated toward 
higher productivity through skills im- 
provement. Each worker must be giv- 
en specific help on the points involved 
in building and improving her basic 
skill. Thus, the supervisor must be- 
come an instructor or teacher in this 
type of program. The workers must 
be given time for drill and practice 
periods. This need not be longer than 
three or four minutes, two or three 
times each day. Probably the time 
allowed should not be less than around 
nine, nor more than 15 minutes a day. 

In the New York City project 
described earlier in this article, the 
entire group was taken off production 
work three times each day for the 
drills. All work was laid aside during 
each of the three periods and only 
the drills were used. Such drill peri- 
ods, to be effective, must be carried 
out briskly and with enthusiasm. The 
skeptical supervisor in Chicago, for 
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example, allowed her group to prac- 
tice on its own. She did not give them 
any leadership, and they manifested 
no enthusiasm. They were simply 
given time to practice on their own 
and in their own way. This pro 


a supervisor. When employees begin 
to find that the drills are 
them to improve their basic skills, they 
are often eager to carry on by them- 
selves. In one case, it was found that 
two typists were voluntarily using the 


helping 


cedure is haphazard, unorganized, and, 
as was proved, ineffective. 

After a time, a group may be- 
come enthusiastic enough to carry on 
the drills without formalized periods 
and without being spurred on by 


drills at home. Such healthy attitudes 
add immeasurably to the satisfaction 


employees derive from their jobs, 


and produce even greater dividends 


for the employer. 


The Natural Business Year—A Yardstick For Planning 


THOUSANDS of U.S. firms are finding it pays to close their books at 
the end of a natural business year—that is, at the low point of inven- 
tories, accounts receivable, and loans outstanding. 

At this point, inventory is easier to take and easier to evaluate; and 
from a credit standpoint, accountants point out, the balance sheet 
never looks better than at the end of the natural business year. Since 
inventories and receivables are low, cash position is good—and banks 
like the system because they take less chance on the value of inven- 
tories and accounts due. 

Here are other reasons for the natural business year cited by the 
American Institute of Accountants, which recently surveyed 200 major 
industries and prepared a list of suggested closing dates for various 
types of businesses. (The list can be obtained from the Institute, 270 
Madison Avenue, New York 16, N. Y.) 

1. The income statement means more; it shows the results of opera- 
tions for an entire annual cycle of activity, where the calendar year 
statement may show the end of one season combined with the beginning 
of the next. 

2. Financial statements are more useful for planning future opera- 
tions. 

8. Tax disputes over inventory valuation are minimized. 

4. The firm avoids the time of peak demand for auditing services— 
and therefore the audit can be finished in less time. 

For accountants and trade statisticians, the ideal system would have 
all companies in an industry closing on approximately the same date, 
based on the industry’s natural business year. This has been accom- 
plished to a considerable extent in a few industries—meat packers, 
for example, close their books at the end of October, department stores 
on January 31. 

Natural business year accounting is getting a new head of steam. 
A 1955 AIA survey of certified public accountants disclosed that 35 
per cent of their clients are using the natural business year instead 


of the calendar year. 
—Nation’s Business 11/55 
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Liberalizing Pension and Profit-Sharing Benefits 


Tere are numerous reasons why 
companies are improving benefits un- 
der pension and deferred profit-shar- 
ing plans, even though they result in 
higher costs. One of the most impor- 
tant motivating influences in this area 
has been the effects of inflation. 

The depreciation of the purchasing 
power of the dollar in recent years, 
combined with the higher plateau of 
earnings, has caused the purchasing 
power of pension benefits to deterior- 
ate in terms of the original objective 
of providing a pension equal to a 
specified percentage of final pay at 
retirement. Consequently, some form 
of “bringup” is necessary to enable the 
plan to carry out its original ob- 
jectives. 

If the employer assumes, directly, 
the responsibility of underwriting the 
unknown costs of future inflation, then 
the pension plan automatically bases 
the pension benefits on a cost-of-living 
index, both prior to and after retire- 
ment. If adjusted to cost of living 
prior to retirement only, it is a par- 
tial cure and a partial commitment by 
the employer. 

Another method, and much more 
prevalent than the cost-of-living meth- 
od, is one which automatically bases 
pensions on “final pay” at retirement, 
or “final average”—e.g., an average of 
the last five or 10 years prior to re- 
tirement, or the highest consecutive 
five or 10 years prior to retirement. 
This protects the employees up to the 
time of retirement but not after re- 
tirement and, consequently, commits 
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the employer to the increasing costs of 
inflation prior to retirement but not 
thereafter. 

A third method, but one which still 
leaves the responsibility on the shoul- 
ders of the employer, is the discre- 
tionary “bring-up” orrepair” method, 
whereby the employer voluntarily, and 
at his own discretion, takes a peri- 
odic fresh look at the resulting bene- 
fits from his pension plan, in the 
light of the shifting purchasing power 
of the dollar. If the employer is un- 
able to or unwilling to make the ad- 
ditional cost commitment, he just 
doesn’t make the bring-up amendment. 
This “bring-up” or “repair” method, 
creates a new additional accrued “past 
service liability’ (so-called) every 
time a “bring-up” is made. 

A fourth method (automatic) of 
“bring-up,” which puts all of the ad- 
vantages or disadvantages of equity 
investments on the shoulders of the 
employee, is the so-called variable an- 
nuity method. 

Under the variable annuity method 
an open question, which only time 
will answer, is whether the employer 
is really shifting responsibility to em- 
ployees if this type of inflation hedge 
does not work. The variable annuities 
will give the employees all the ad- 
vantages of higher pension benefits 
during periods when the equities do 
well. But the question is whether the 
employer might have to supplement 
any inadequacy of the pension bene- 
fits that may emerge during a period 
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of deflation when the equities may not 
do as well. 

The end result remains to be seen. 
It may turn out to be a “heads the 
employee wins and tails the employer 
loses” method of combating inflation. 
This is of particular concern if the 
employer is subject to collective bar- 
gaining, because unions may be ex- 
pected to negotiate for adequate pen- 
sions regardless of the techniques of 
arriving at them—i.e., whether they 
are variable annuities, final average 
pay, periodic bring-up, profit-sharing, 
etc. 

In recent years employers have 
learned to understand and deal with 
the false bugaboo of increased ac- 
crued liability for past service. They 
have learned that, in the first place, 
it is generally not a legal liability, 
except perhaps during the period of 
a collective bargaining agreement. 
Second, it does not show as a liability 
on the balance sheet, but only as a 


footnote, if shown at all. Third, it is 
not a level fixed-cost commitment but, 
rather, it is flexible and can generally 
be funded in the employer's discre- 
tion, so that he can fund the maxi- 
mum that is tax-deductible in his 
high-profit, high-tax years, make aver- 
age payments in normal years, and re- 
duce or suspend past service payments 
entirely in bad years without neces- 
sarily disturbing the actuarial or tax 
soundness of the pension plan. 

Originally a pension plan may have 
excluded those employees who were 
below a specified age, whereas cur- 
rent amendments are taking in all 
years of service regardless of age (ex- 
cept perhaps for a short waiting 
period such as one year). Giving cred- 
it for all years of service is one of 
the cardinal principles of sound pen- 
sion designing—along with giving 
credit for all earnings—which means 
giving pension credit from the first 
dollar of earnings to the last. 


—From an address by Meyer M. GoLpsTEIN before the Southeastern 
Electric Exchange. 


Corporate Gifts: Investment in the Future 


Corporations contribute over $400 
million annually to private philan- 
thropy—a respectable donation, but it’s 
not enough. 

Private philanthropy receives over 
$4.5 billion each year, over 90 per 
cent of which comes from individuals. 
About half goes to religious agencies 
supported almost entirely by individ- 
uals, and another big percentage goes 
to causes with “heart appeal.” Outside 
these areas, however, corporate giving 





has in recent years become a very 
significant factor—especially for a large 
number of essential agencies that are 
in no position to undertake a mass 
appeal. For many agencies, corporate 
help represents the major portion of 
gift income and is essential to survival. 

Legal concepts governing corporate 
giving have changed in recent years. 
Many states now have laws specifically 
legalizing certain kinds of corporate 
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philanthropy. The Federal Govern- 
ment, since 1935, has lent encourage- 
ment by permitting business income 
tax deductions for charity. Moreover, 
court decisions in recent years have 
tended to broaden the base for giving. 

While the corporation has been 
growing in importance and capacity to 
give, one very important source of 
giving in the past is tending to dry up. 
Today the size of income taxes and 
death duties has sharply reduced the 
number of large individual donors. 
Big private fortunes are diminishing 
in number, and even men who have 
wealth must hang on to a larger part 
of their liquid assets in order to be 
ready for estate taxes. The era of the 
great individual philanthropists is for 
the most part past. It remains for cor- 
porations to share the responsibility 
of seeing to it that our social welfare 
needs are met. 

While present corporate tax rates 
are high, their terms along with other 
provisions in the revenue laws have 
tended to make corporate giving more 
attractive. Corporations are permitted 
to deduct up to 5 per cent of net in- 
come before federal income taxes for 
contributions to charitable causes. 

Some corporations have organized 
tax-exempt foundations for the purpose 
of effecting a more centralized control 
of charitable contributions. This per- 
mits corporations to contribute greater 
amounts in good years to build up the 
foundation's capital, thus assuring the 
continuity of contributions in bad 
years as well as good ones. 

However, corporate giving averages 
considerably under the 5 per cent per- 
missible deduction. At present, cor- 
porations on the average are estimated 
to be giving approximately 0.9 per 
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cent of net income before federal in- 
come taxes. 

The smaller companies, those with 
assets of less than $1 million, have 
proved relatively more generous, giv- 
ing an average of about 1.13 per cent 
of their net income before federal in- 
come taxes. Harry A. Bullis, chairman 
of General Mills Corp., is authority 
for the statement that if the large and 
medium-size companies did as well, the 
result would be to double the amount 
of corporate giving! 

Why should corporations give more? 
The fact that they are in a better posi- 
tion to give is, of course, only part of 
the answer. The basic reason is that 
more is needed. 


Our private institutions of higher 
learning—especially the liberal arts 
colleges—are in a critical financial situ- 
ation. It is estimated that they will 
require from $250 million to $300 
million in business contributions an- 
nually—or practically as much as cor- 
porations are now giving to all causes. 

Welfare agencies also represent an 
area of increased need. For much as 
any of our cities may be doing through 
agencies supported by Community 
Chests or related funds, there isn’t one 
that couldn't do more. It is a paradox 
that in a period of unprecedented 
growth and prosperity cities find wel- 
fare needs greater than they have ever 
been. The truth is that prosperity 
tends to blind us to problems of its 
making. Economic growth has con- 
ferred a greater capacity to satisfy our 
wants, but it has also imposed greater 
needs. At the same time, inflation has 
sent wages and prices soaring so that 
the dollars we contribute buy less and 
endowment income that we used to 
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count on so heavily doesn’t stretch as 
far. 

Because corporate giving to schools 
and colleges is largely just getting 
started, education will get a greater 
proportionate share in the future. This 
doesn’t mean, however, that other 
agencies will get less. As a matter of 
fact, they should and will get more. 
Nine years ago 45.7 per cent of the 
donations of the author's company, 
Standard Oil Co. (Indiana), were go- 
ing to the Community Chest or related 
funds; in 1954, 24.3 per cent. On the 
other hand, we were giving 16.6 per 


While community funds are getting 
a smaller section of the pie today, they 
are actually getting a much larger piece 
because the pie is larger. The com- 
pany’s philanthropic gifts are 3.31 
times as much as they were in 1946. 
Standard’s gifts to Community Chests 
and related funds have increased 75 
per cent over this nine-year period. 

The institutions and causes that 
serve as the objects of our philanthropy 
represent, in a very real sense, our 
social capital, our investment in a bet- 
ter, more meaningful life. The chal- 
lenge we face is to increase this social 


cent of our donations to education in capital so that it is commensurate with 
1946. In 1954, we gave 45.8 per cent. our enlarged needs. 


—Davip GraHAM. (Financial Vice President, Standard Oil Co. [Indiana] ). 
Commerce, Vol. 52, No. 7, p. 15:4. 


In-Plant Charity Drives: A Fair Share for the Suburbs 


GAINING in popularity year by year, annual community fund appeals 


have simplified in-plant charity collections for many companies. But 
a special situation arises when large numbers of employees live outside 
the community in which the plant is located, and are solicited for con- 
tributions to their home-town funds as well. This was the problem of the 
Caterpillar Tractor Plant in Peoria, Ill., many of whose 25,000 em- 
ployees live outside the city. 

Upon consideration, Caterpillar management recognized that its 
people “actually live in an eight-county community—and that, as resi- 
dents of this large area, they have a certain responsibility to support 
all the character-building, health, and other organizations striving to 
make this community a better place in which to live.’’ Caterpillar moved 
to discharge this responsibility by consulting with officers of each of 
the 12 funds involved and arriving at an agreement on which to base 
a “United Communities Appeal.” Each of the funds would receive a 
“fair share” of the proceeds, based on its goal and on the proportion 
of Caterpillar employees living in its community. 

The appeal was promoted by a special leaflet and a campaign in the 
plant newspaper. Each employee was asked to give just once—on the 
job—and payroll deductions made it easy to be generous. Each con- 
tributor was issued a receipt and a window sticker to show home-town 
solicitors that he had already supported the campaign in his community. 

Results far exceeded expectations. Ninety-three per cent of the 
employees participated, with average individual contributions nearly 
half again as great as the previous year. The $217,000 collected ran 
24 per cent above quota and 52 per cent above the previous year’s total. 
The “surplus” was divided proportionately among the 12 funds. 
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Preventive Maintenance —For Workers, Too 


Perionic physical examinations are 
offered to all of the 6,000 employees 
of General Petroleum Corporation. 

Examinations for employees under 
40 are scheduled every two years, and 
for those over 40, every year. Those 
with physical defects may be examined 
every three to six months. In occupa- 
tions with definite health hazards, 
examinations are also more frequent. 

Examinations are performed by the 
medical department staff or by pri- 
vate physicians designated by the de- 
partment. The scope of the examina- 
tion is determined largely by the in- 
dividual’s medical history. Also reveal- 
ing is a brief questionnaire filled out 
by the examinee on topics related to 
human or employment relations, with 
particular reference to conflict at the 
job level. 

In evaluating periodic examinations 
no distinction is made between execu- 
tives and non-executives. Our ex: 
perience indicates that executives are 
no more prone to ulcers, coronary 
disease, or various neuroses involving 
“dependent behavior” than are non- 
executives in the same age group. 

In the period 1948 through 1954, 
General Petroleum’s regular examina- 
tion program has resulted in these 
benefits, among others: 


Incidence of disabling and fatal cardio- 
vascular heart disease has been decreased 
15 per cent. 

Incidence of overweight has been re- 
duced from 25 per cent of employee popu- 
lation in 1951 to 15 per cent in 1954. 

Deaths from malignancies of internal 
organs have dropped 33 per cent among 
male workers since 1948. 


February, 1956 


Employees subject to organic dis- 
ease receive information in time to 
enable them to seek treatment from 
private physicians before irreparable 
harm is done. Experience has shown 
that many would not have learned 
about such conditions until serious 
symptoms developed. 

Appraisal of the organic health of 
employees has also resulted in fewer 
occupational accidents in all age 
groups due to pre-existing physical 
disabilities. As a result, workmen’s 
compensation costs for certain types 
of injuries and occupational diseases 
have been reduced. For example: 


Costs for industrial hernias have dropped 
40 per cent since 1948. 
Costs for serious 

reduced 33 per cent. 


No claims for industrial heart cases in 
six years. 


Occupational disease of the 
duced 80 per cent. 

Mental health problems are con- 
sidered at periodic examinations or 
on special referral to the medical de- 
partment by supervisors who may sus- 
pect the employee is having difficul- 
ties. Only a small percentage of work- 
ers suffering from mental or emotional 
stress are candidates for psychological 
evaluation, and an even smaller group 
for psychiatric appraisal. Among 
employees with emotional difficulties, 
either occupational or non-Occupa- 
tional, between 85 and 95 per cent 
can find help through supervisors, the 
plant physician, the family physician, 
family, friends, or a clergyman. 

Incidence of “nervous breakdowns” 
or disabling psychoneurosis among 


back injuries were 


skin re- 
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employees has decreased 25 per cent 
during the six-year period 1948-54. 
As a result of having an_ interest 
shown in their emotional problems, 
employees gain a real feeling of “be- 
longing” in their work with the com- 
pany. 

Explosive human relations problems 
due to emotional upsets have become 
fewer. Occupational accidents due to 
this cause have also decreased. 

To the community, the appraisal 
has meant a reduction in neuropsy- 
chiatric cases, with consequent reduc- 
tion in economic losses. 

Even so valuable a program as 
that outlined here, however, carries 
some potential dangers. 

From the employee's point of view, 
information from examinations, used 
improperly, can cause him temporary 


or permanent loss in reassignment, 
lack of promotion, or job termination. 
In practice, however, only about 0.5 
per cent with disabilities of a tem- 
porary or permanent nature are af- 
fected with respect to job security. 

It is possible, too, that some indi- 
viduals may get a false sense of 
security following an examination and 
later suffer a heart attack or other 
serious ailment. 

We find that an occasional decision 
resulting from an examination be- 
comes a labor relations matter. These 
situations, however, can usually be 
resolved by a frank discussion be- 
tween the physician and the union 


representatives. 
In General Petroleum’s _ balance 
sheet, the assets far outweigh the 


liabilities. 


—E. P. Luonco, M.D. National Safety News, October, 1955, p. 128:6. 


The Fitful Beginnings of Office Automation 


Tue next decade will see break- 
throughs in automatic processing and 
transmission of vital business data be- 
yond the imagination of management 
today. Whole organizations will be re- 
planned; entire departments will be 
obliterated. Incredible? It’s beginning. 
One company plans a data processing 
center in a part of the country where 
it has no manufacturing operation, to 
function as the hub of a vast network, 
assimilate information and then return 
it in analyzable form to the plants, 
central executive and district offices. 

Research management for the two 
major wire services, American Tele- 
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phone and Telegraph Co. and Western 
Union, talk matter-of-factly about these 
developments. One possibility they see 
for larger companies is to set up sub- 
collection points at strategic locations 
all over the U.S. Information from 
regional plants and sales offices would 
be transmitted to these subcenters, and 
automatically converted to data lan- 
guage on a computer medium. Much 
diverse information—inventory, pro- 
duction and payroll data, for instance 
—would be consolidated and classified 
at the subcenter before transmittal to 
the main data processing center. At 
the main center the data would be 
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completely assimilated. In an incredibly 
short time, concise reports would be 
on executives’ desks. 

That’s the communications aspect. 

In processing, similar strides are 
being made. The objective is to create 
an even flow of raw data which will 
be transformed into such finished prod- 
ucts as invoices, bills of lading, or daily 
sales analyses, while information is 
stored for monthly and semi-annual re- 
views. 

But for two very good reasons, none 
of the experts think that the day of 
automation is tomorrow. One reason 
is that equipment development is al- 
ready ahead of management's compre- 
hension. Thousands of medium-size 
companies who could be benefiting by 
office automation have not even studied 
the present applications of the concept. 
The second is that many producers are 
beginning to wonder whether they 
might not profitably pause to develop 
compatible equipment—a painful step 
which would help to turn the common 
language concept, the key to office 
automation, into a reality. 

In order to integrate the various 
pieces of automatic equipment, there 
must be a medium containing data in 
some code form which will flow from 
machine to machine. The equipment 
manufacturers, however, have been 
producing equipment in several differ- 
ent languages spoken at different 
speeds. Equipment may operate on a 
five-channel tape (one language), or 
on six, seven’, and eight-channel tapes 
(other languages). Most large com- 
puters operate on more than five chan- 
nels. But the odds are that much of 
the data will be communicated by wire. 
And this means that it must be con- 
verted from, say, seven channels to five, 
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because five is the number of channels 
the wire people are equipped to han- 
dle. Therefore the system must include 
a number of conversion units, unlike 
the ideal system which would work on 
one channel, one tape, one speed from 
beginning to end. 

While a few pioneering companies 
have leaped into automated data proc- 
essing, most firms are proceeding ten- 
tatively, step by step, and system by 
system. 

An example is the installation at 
Rockwell Manufacturing Co. which 
makes it possible to process an order 
in one day, rather than the week or 
more previously required. Rockwell's 
venture into near-automation was lim- 
ited this year to one system—order 
processing—in a single division. 

The new system uses combinations 
of coded, five-channel, punched paper 
tape, key punches, pre-punched cards, 
teletypewriters, card-to-tape machines, 
and leased communications wires. All 
order writing is centralized in the main 
Pittsburgh plant. Of the 17 forms in 
this operation, all but four are auto- 
matically processed. 

A cost estimate for such a system 
might be in the neighborhood of 
$60,000. Savings could reach as high 
as $70,000. 

The Budd Co. in Philadelphia has 
begun to integrate its systems, starting 
with accounts receivable and billing. 
Savings—not counting the intangible 
benefits through faster, more accurate 
reporting—will approximate $16,000 a 
year. 

Montgomery Ward & Co.’s Chicago 
system centers about computers. The 
program employs six electronic calcu- 
lators and one medium-size computer, 
used mainly for financial control and 
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sales analyses. It produces a monthly 
profit-and-loss statement for each of 
568 retail stores, for 26 districts, 6 re- 
gions, and the all-store total. This in- 
volves some 70 to 75 accounts for each 
store, plus departmental reports in 
which various elements or mark-ups 
and inventory analyses are reported 
upon. Invaluable combinations of data 
are also produced for sales analyses. 

In this, as in the great majority of 
the adaptations of automation to data 
processing, management does not get 


any strikingly different information. 
Other than direct cost savings, advan- 
tages accrue from the breakneck speed 
with which reports follow performance. 
As a sales V. P. says, “It doesn’t think 
for me, but it gives me time to think!” 


These are the first halting steps into 
a new era of management controls, an 
era where fully integrated data process- 
ing will permit executives to base de- 
cisions upon the total operations of the 
company. 
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—Dun’s Review and Modern Industry, October, 1955, p. 57:5. 


How Do Middle Managers Really Think? 


THE BARRIER many people see between top management and foremen 
may lie in reality between top and middle management, according to 
Robert M. Creaghead of Group Attitudes Corp. Middle managers— 
plant managers, shop superintendents, and the like—think more like 
foremen than like top management, he reports on the basis of a survey 
conducted by his organization among 1,500 middle management men and 
foremen in manufacturing companies. 

The initial purpose of the study was to find out why, and to what 
extent, foremen feel inadequate and uncertain in carrying out com- 
pany policies. But on some questions middle managers felt even less 
certain than did foremen. 

Queried as to the completeness of their working knowledge of the 
company, 58 per cent of the foremen and 54 per cent of the middle 
Managers answered “Good to excellent.” Four out of five middle 
managers, and a slightly higher proportion of foremen, felt manage- 
ment welcomed their suggestions. Only 66 per cent of either group 
felt that in general they received proper backing from top management. 

Middle managers felt more certain than foremen as to the limits of 
their authority and responsibilities, but 26 per cent of the group said 
they did not have enough authority to carry out these responsibilities. 
Queried on the adequacy of their understanding of company policy, 
52 per cent of middie managers (compared with 42 per cent of foremen) 
answered “not clear’ or “not adequate.” 

Replies to two questions: “Do you feel you are a part of manage- 
ment?” and “Do you feel you are in management’s confidence?” did 
reveal the expected differences between middle men and foremen. 
Even here, however, only 65 per cent of the middle managers identified 
thoroughly with management and only 62 per cent considered them- 
selves in management’s confidence. 


—Factory Management and Maintenance 12/55 
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For Safety’s Sake: 


“*Joh-Placement’’ Medical Exams 


Every Hour, somewhere in the 
United States, two workers are killed 
and 230 are injured in on-the-job ac- 
cidents, according to the National 
Safety Council. During 1952, this ac- 
cident toll resulted in the loss of 250 
million man-days, at an estimated cost 
to employers of $45 for every worker. 
The total bill was $2.9 billion. 

Since World War II, many com- 
panies have found that high accident 
rates can be cut drastically by fitting 
the worker to his job through the use 
of “job-placement” medical examina- 
tion—in other words, determining the 
physical requirements of a job and then 
filling the job with a worker who meets 
these requirements. 

The job-placement medical examina- 
tion sets up not one standard, but 
several. Each of these standards has 
been determined by the company’s 
medical department after analysis of 
the physical requirements of a particu- 
lar job. A typical list might include 
amount of lifting, standing, walking, 
talking, hearing, and seeing ability 
needed. 

When a job applicant is being con- 
sidered for a specific position, his abil- 
ity to meet these requirements is de- 
termined during the job-placement 
medical check. If he fails, his physical 
traits are matched against some other 
position for which his job experience 
qualifies him. Adoption of this tech- 
nique has paid off in reduced accident 
rates at many -ompanies. 
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For example, Western Electric Com- 
pany, Cicero, Ill., set up job-placement 
physical exams in 1950 for new work- 
ers assigned to heavy lifting jobs. In 
1952 severity rate of the firm’s back 
injury claims was 49.7 days lost per 
1,000 workers—compared to 122.3 in 
1948. Caterpillar Tractor Company, 
East Peoria, Ill., started using job- 
placement medicals some 27 years ago. 
In 1952 the company had an accident 
frequency rate of 2.75 disabling in- 
juries per million man-hours—compared 
to 50 in 1934, and 12 in 1940. Part 
of this unusual accident record has 
come from the application of the job- 
placement medical idea to workers al- 
ready hired. This firm, among many 
others, administers exams to workers 
being transferred or upgraded, and to 
employees returning after an_ illness. 
Also, if a worker’s production record 
is unaccountably declining, he may re- 
ceive a job-placement medical exami- 
nation. 

Here are specific areas to which you 
can profitably apply the job-placement 
medical program: 

Eyesight. Variety of eye skills de- 
manded from one occupation to an- 
other is tremendous. A crane operator 
may need sharp vision for distance, 
while the bench worker must see work 
at arm’s length. While an ordinary 
laborer may not need good depth per- 
ception for his job, he may not always 
be on that job. If he eventually be- 
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comes a crane operator, that lack may 
cause serious accidents. 

Physical handicaps. A recent Mill & 
Factory survey showed that handi- 
capped workers are equal to physically 
sound employees on the production 
line. 

As an example of this equality, 
Caterpillar has some 2,000 impaired 
workers on its payroll. Thanks to job 
placement medicals, useful work is 
being done by amputee assemblers and 
even completely blind employees. Ford 
Motor Co. employs around 11,000 
handicapped workers, 10 per cent 
of whom are blind. If these workers 
had been given a traditional medical 
exam, many would not have been 
hired or they would have been placed 
wrongly—perhaps becoming serious ac- 
cident hazards. 

Older workers, too, are among the 


groups which have reaped great bene- 
fits from job-placement medicals. 

Mental ailments. In recent years a 
few firms have done quite a bit to ex- 
amine the psychological make-up of 
their workers. 

Caterpillar Company founded a 
“mental hygiene section” in 1946, with 
the help of Cornell University. All job 
applicants are now given tests to rate 
both intelligence and emotional atti- 
tudes. Additional tests are given to 
persons being hired for engineering, 
sales, and other specialized positions, 
as well as to workers being promoted 
or transferred. At least 25 per cent 
of the applicants during 1952 were re- 
jected on the basis of mental and emo- 
tional test ratings. But a number added 
to the payroll included “borderline 
cases,” who were found fit to work 
after diagnostic interviews. 


—Puit Hirscn. Mill & Factory, November, 1955, p. 96:2. 


Disaster Can Strike Anywhere 


MORE AND MORE companies are recognizing the good sense of preparing 
for the unexpected, even though they are outside the areas which are 


most vulnerable to natural calamities like floods or hurricanes. 


They 


are taking steps such as the following, which involve little trouble or 
expense, and which would pay off many times if disaster should strike: 

1. Keeping duplicate copies of essential records in a safe place off 
the premises. Significantly, after Hurricane Diane in ’55, the quickest 
reconstruction was accomplished by businesses which were branch offices 
of multi-plant companies, because their home offices had accounting, 
operating, and building and equipment records on tap. 

2. Naming a “disaster coordinator” to head up activities in case of 
trouble. In a small firm, he’s likely to be the plant manager; in a 
larger one, the top production executive, reporting to the plant manager. 
His responsibilities in a disaster usually are twofold: to keep top execu- 
tives informed of progress on safety, salvage, and rehabilitation jobs, 
and to direct the employees who do these jobs. 

3. Instructing supervisors and foremen in the responsibilities they 
would have to undertake in case of disaster. 

4. Establishing priority for the evacuation of equipment and stock. 

5. Listing possible hazards that might arise from manufacturing 
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processes, inflammable materials, etc., and training people in the neces- 
sary safety steps. 

6. Joining a community or industry disaster plan. This is a project 
which many local chambers of commerce are now discussing. 

For details on advance disaster plans applicable to your type of busi- 
ness, write to the Business and Defense Services Administration, De- 
partment of Commerce, Washington 25, D. C. 


—Special Report: Disaster Guide for Management (Research Institute of America, 
589 Fifth Avenue, New York 17, N. Y.) 11/17/55 


“Keymen” Tackle Expansion Problems 


FORMATION of a “keymen” group taking in managers from the foreman 
level on up helped the Hotpoint Co. (Chicago, Ill.) solve expansion 
problems arising after World War II. Not all managers are eligible; 
membership is gained through recommendation of an individual by 
his department head and approval by an advisory board. The keymen 
meet in small‘ discussion groups and big conferences. Not only do they 
learn about one another’s jobs and departments, but they are expected 
to make suggestions for improvement in these other activities. At a 
three-day conference last summer, 3,000 suggestions and criticisms were 
made; nearly 150 usable conclusions resulted. Normally, only two or 
three general meetings are held each year. 

A report on each discussion meeting is distributed to all keymen; 
another communications feature is a Kiplinger-style management letter 
outlining company activities, reporting on business and on trouble spots 
where corrective action is needed. 

The program costs $100 per man per year, Hotpoint estimates. Robert 
Westra, manager of employee relations, says, “It’s been a major factor 
in Hotpoint’s growth in the past 10 years.” 

—Steel 12/5/55 


New Facts on Union Growth 


MEMBERSHIP of national and international unions with headquarters in 
the United States was approximately 18 million at the beginning of 
1955—an increase of at least 1 million over the last published Bureau 
of Labor Statistics estimate of 16% to 17 million for 1951, according to 
the revised and up-to-date Directory of National and International 
Labor Unions in the United States, 1955, recently published by BLS.* 

Appearing shortly after the merger of the American Federation of 
Labor with its 10.9 million members and the Congress of Industrial Or- 
ganizations with its 5.2 million members, the Directory serves as a bench- 
mark of the size, structure, and composition of the American Labor 
movement. 

This bulletin lists not only the national and international unions 
and their affiliations, but also state (AFL) federations of labor and 
state (CIO) industrial union councils. It also analyzes developments in 
the field of labor since the 1953 directory, the structure of the labor 
movement, union membership, and union functions and administration. 


* Copies of the Directory may be obtained at 45 cents each from the New York Regional 
Office, Bureau of Labor Statistics, 341 Ninth Avenue, New York 1, , 3 


February, 1956 











For the Specialist .. . 











Stockholder Relations and the Unknown Owner 
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RRecent proxy contests have made 
increasingly evident the desirability of 
a positive program of stockholder re- 
lations. Management has therefore 
been exhorted by various groups to 
“communicate more fully with the 
owners” and to “carry the corporate 
policy issues to the shareholder.” The 
implication is that management should 
and can reach the shareholder if only 
it recognizes the need and decides to 
implement a stockholder relations pro 
gram. A closer look, however, reveals 
some obstacles inherent in the frame- 
work of corporate ownership that 
make such an undertaking much more 
complex than it first appears. 

A program of stockholder relations 
is premised on the assumption that the 
actual (beneficial) owners of the stock 
can be reached by some means to win 
their participation in corporate affairs 
through voting by proxy, attendance 
at annual meetings, and other such de- 
vices. Even if the shareholder is 
reached, the second half of the prem- 
ise—participation—is certainly not as- 
sured, as any corporate secretary who 
has been faced with a quorum re- 
quirement will attest. The stockholder 
is (or at least has been) notoriously 
lethargic in exercising his right of par- 
ticipation unless he is persuaded that 
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the particular point in question affects 
him directly. 

Quite aside from the difficulty of 
securing stockholder participation, the 
truth is that a program of stockholder 
relations starts with one strike against 
it: In most publicly-owned companies, 
management actually does not know 
who a sizable segment of its beneficial 
owners are. An efficient transfer 
agent can, of course, give a day-by-day 
accounting of all stockholders of rec- 
ord. Increasingly, however, the stock- 
holder of record is not the same as the 
actual owner. Broker-held stock and 
the use of the nominee account for a 
large part of these “middleman” hold- 
ings. Further, if a reasonably strict 
definition of “owner” is used, the vari- 
ous institutional holders are in actual- 
ity serving as a form of “stockholders 
of record” for a wide variety of bene- 
ficial owners. An understanding of 
the operating framework of these 
mechanisms is a “must” for a manage- 
ment interested in a more effective 
stockholder relations program. 


THE BROKER AS STOCKHOLDER 
OF RECORD 


Broker-held stock forms a significant 
part of the total “middleman” stock. 
Some part of this stems from the occa- 
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sional use of the broker as a fidu- 
ciary. The major segment, however, 
represents (a) stock purchased on 
margin held by the broker in his name 
for his own protection; (b) stock left 
in the hands of the broker to facilitate 
the physical process of trading; and 
(c) stock kept in the broker’s name to 
camouflage, for various reasons, the 
identity of the beneficial owner. In 
each of these three cases, the reasons 
for the use of the broker as_stock- 
holder of record have logic. But, 
granting this logic, there still remains 
the fact that the ease of reaching the 
true owner is decreased. 

In the case of margin stock, the 
purchaser has no voting right until 
the stock is fully paid, even though he 
initially “owns” a large segment of 
the block of stock by application of 
present margin requirements. The 
broker here votes the stock until fully 
paid for. In other words, a partial 
owner cannot be reached by the cor- 
poration. 

Where stock is held in the broker's 
name for reasons of trading ease or 
camouflage, the broker must, by the 
rules of most of the exchanges, con- 
tact the owner for voting instructions 
if the corporation is willing to pay for 
such solicitation. If the broker re- 
ceives no instructions in due time he 
may, in the absence of a contest or 
other matter substantially affecting the 
legal rights of the shareholder, vote 
this stock at his discretion. If a con- 
test or other substantial issue is present, 
and no instructions are received, the 
proxy is thus made sterile. In opera- 
tion, these provisions of the exchanges 
have been quite flexible—i.e., bene- 
ficial owners have been allowed to give 
continuing discretionary votes to their 
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broker, oral authorizations have been 
utilized, etc.* 

Two points appear relevant here. 
First, management has no way of de- 
termining what percentage of broker- 
voted stock represents (a) the broker 
voting as a fiduciary; (b) the broker 
voting at discretion; and (c) the 
broker voting in accordance with actual 
instructions of the beneficial owner. 
The confidential relationship of broker 
and client would seem to preclude such 
a direct accounting to the corporation 
by the broker. Yet knowledge of the 
attitudes of various shareholders, as 
shown by their vote, is the corner- 
stone of a stockholder relations pro- 
gram. There have been frequent pro- 
posals that a confidential clearing house 
be established to allow such an ac- 
counting to be made while still preserv- 
ing client anonymity. This would not 
only materially aid management in ob- 
taining a clearer picture of stockholder 
feelings but would also free the broker 
from a function that is foreign to his 
normal operation. Short of such a de- 
vice, management must depend on a 
close personal relationship with the 
broker to provide adequate knowledge 
of owner attitudes. Some management 
men have argued against such a close 
tie between the company and the 
broker on the grounds that what is 
happening in the “Street,” particularly 
in stock prices as such, should not 
directly concern the company. On 
balance, however, the increasing need 
for adequate stockholder relations 


* Recent proposals of the SEC to make this 
entire process more formal have raised a 
number of questions on the effect of more 
stringent rules on the ease of obtaining 
broker proxies, and the present framework 
would seem to be substantially affected if 
the SEC proposals were put into effect. 
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would seem to tip the scales in favor 
of increasing cooperation between com- 
pany and broker. 


DISCRETIONARY VOTING BY THE BROKER 


One other point should be noted 
here in connection with the broker's 
position. Some people have argued that 
the broker should not be given dis- 
cretionary power to vote except when 
he is acting as a fiduciary or voting as 
beneficial owner, on the grounds that 
the broker will tend to vote from a 
narrow short-run market viewpoint 
that is often not in harmony with the 
longer-run needs of the corporation. 
Curiously, most management people 
have felt this possibility to be the lesser 
of two evils, since failure to allow the 
broker to vote in these discretionary 
cases would often make quorum prob- 
lems quite sizable. Certainly elimina- 
tion of discretionary broker vote would 
require either a lowering of the quorum 
requirement or a greater effort on the 
part of the company to reach all pos- 
sible stockholders. Granting that the 
second alternative involves increased 
expense and time, it would seem that 
this effort is a normal part of an ef- 
fective stockholder relations program 
and could be readily justified. 

Similar problems complicate manage- 
ment’s relations with its various insti- 
tutional owners. Here, too, the insti- 
tution is a “middleman”; the real 
owner is actually the body of indi- 
viduals investing in the institution. 
While specific problems vary accord- 
ing to type of institution, the general 
principle is well established here that 
the institution should take the manage- 
ment responsibility for its common 
stock holdings. It would be not only 
impractical to attempt to reach, say, 
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each life insurance policy holder or 
each investor in an open-end invest- 
ment trust, but also unsound, for 
these people invested partly in order 
to be able to pass this management 
function on to more competent hands. 
Therefore, the problem is to reach the 
“stockholder of record,” the institu- 
tion. 


RELATIONS WITH INSTITUTIONAL 
OWNERS 


A good deal can be done by manage- 
ment here. The institutions have, of 
course, varying objectives—a trust de- 
partment of a bank would typically 
take a more conservative stand than 
would a closed-end investment trust. 
Collectively, however, these institu- 
tions represent a considered investment 
point of view, and their investment 
decisions are made on the basis of 
realistic appraisals of the company’s 
abilities. Corporate management can 
do much to aid this process by fully 
and frankly stating the facts concern- 
ing past operations and future projec- 
tions. From a practical standpoint 
management must recognize that these 
holders want and need a deeper analy- 
sis than does the individual stockholder. 
Close personal relationships are usually 
called for, and the responsibilities here 
fall directly on top management itself. 

In particular, one point should be 
emphasized. Most of the institutions 
involved here have at one time or 
another been subjected to public scru- 
tiny through Congressional hearings, 
political debates, etc. In particular, they 
have often been accused of attempting 
to exert an inordinate influence on 
American business. That they have 
been rather uniformly cleared of such 
charges does not mitigate their fear of 
being accused of exerting too much 
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control. 


Therefore they may be in- 
clined to exercise, if anything, too 
little influence. In the recent proxy con- 
tests, for example, the percentages of 
those voting among the various classes 
of shareholders have varied, with many 
of the institutions at the bottom of the 
list in willingness to vote stock held. 
If an institution holds a sizable block 
and fails to vote, this in effect gives a 
disproportionately larger influence to 
other blocks of stock. If the institutions 
remain quiescent whenever a serious 
question of policy arises, or actually 
run out on the issue by selling their 
interest at the first sign of such a situ- 
ation, the long-term stability of Ameri- 
can corporations may be seriously 
jeopardized. It is therefore extremely 


important that management not only 
maintain close contact with its institu- 
tional holders, but also exert every 
possible effort to persuade these insti- 
tutions to stand up and be counted 
when a question of policy arises. 

Management can accomplish much 
in the difficult area of relations with 
the unknown owner. In many cases 
this will mean changing former policies 
toward contact with stockholders, and 
there are tricky questions involved in 
determining just how far a company 
can go in building stockholder partici- 
pation. The stakes are high, though, 
and clear thinking on the basis of the 
company’s specific situation is crucial 
in today’s unsettled period of company- 
owner relations. 


The A-Bomb and Industrial Preparedness 


INDUSTRY-WIDE STUDIES for plant protection against atom bomb attack 
were among recommendations made by Armour Research Foundation 
officials at a recent conference on “The A-Bomb and Industry” at the 
Illinois Institute of Technology, Chicago. Among the key points made 
at the conference: 

The nation has only a “handful” of blast-effect scientists; therefore, 
it would be wasteful to have them devote their time to studies of 
individual companies. Since many production and construction features 
are common to an entire industry, a single study could provide answers 
applicable, with relatively small adjustments, in many plants. 

Five atom bombs could destroy 60 per cent of our capacity to produce 
electronic instruments; bombing of 10 selected metropolitan areas could 
wipe out about half our productive capacity in petroleum, fabricated 
metal products, or electrical machinery. Intelligent measures of mini- 
mizing these effects are industrial dispersal, intelligent strengthening 
of plant structures, and preparation for continuity of management in 
an emergency, as well as construction of underground plants and setup 
of plans for alternative production. Not only would such measures 
lessen the damage of an atomic attack; indirectly, they might lessen the 
chance of attack. 

A basic plant protection program, it was suggested, should include 
(1) determination if the plant is in a target area or will itself be a 
target; (2) study of plant operations, construction, and facilities, to 
determine the most vulnerable points; and (3) provision for strengthen- 
ing these points. 


February, 1956 135 





Financing Pensions: The Split-Funding Method 


Ep oyers can combine the major 
services available from insurance com- 
panies and corporate trustees by the 
use of “split-funding’—a method of 
financing retirement benefits which, ac- 
cording to John M. Hines, Vice Presi- 
dent, Equitable Life Assurance Society, 
offers numerous advantages. Speaking 
before the recent annual conference of 
the Council on Employee Benefit 
Plans in New York, Mr. Hines ex- 
plained that under split-funding the 
actuarial work may be performed by a 
consulting actuary or by the insurance 
company. The employer puts aside the 
same payments for normal cost and 
amortization of accrued liability which 
he would pay under a trusteed plan. 

“Let us say,” Mr. Hines proposed, 
“the normal cost is $2 million a year 
and the employer is paying $1 million 
a year toward accrued liability. He 
might put $1.5 million a year with a 
corporate trustee and the other $1.5 
million with an insurance company 
under a deposit administration con- 
tract. If the employer wants 331/, 
per cent of his funding ($1 million) 
invested in stocks, the trustee would 
purchase the stocks. 

“Instead of a 50-50 division, the 
employer might use a different per- 
centage. He might even for a time 
place all the employer money for ac- 
tive lives with a trustee. Where the 
plan is contributory, the insurance 
company would ask that all the em- 
ployee money be put in its hands so 
that it can be accountable to the em- 
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ployees individually for their contribu- 
tions. 

“As employees retire, annuities are 
purchased under the deposit adminis- 
tration contract. The insurance com- 
pany guarantees a conservative rate of 
interest on the deposit fund and seg- 
regates somewhat more for retired lives 
than an actuary might consider neces- 
sary where no guarantee is involved. 
However, all the money held by the 
insurance company (employee money, 
if any, reserves held for retired em- 
ployees, and employer money) in the 
active life fund shares in an internal 
accounting which credits the funds 
with the total net rate of earnings on 
the insurance company’s assets, charges, 
and actual expenses incurred as nearly 
as a cost accounting formula can deter- 
mine, and reflects gain or loss on the 
actual mortality experience of the in- 
dividual employer.” 

The principal held by the trustee 
need never be touched as long as the 
plan continues, Mr. Hines pointed out. 
It is a characteristic of pension fund- 
ing that for many years the current 
contributions will be used partly to 
provide pensions and partly to provide 
additions to the fund. As the fund 
gradually matures a larger amount of 
current contributions goes to provide 
benefit payments. At that distant 
point of full maturity, all of current 
contributions and all the interest in- 
come on the fund are required to sup- 
port benefits. The principal of the 
fund is never used except on discon- 
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tinuance of the plan. This is the char- 
acteristic which makes the use of com- 
mon stock possible and split-funding 
practical. 

Mr. Hines summarized the advan- 
tages of the split-funding method from 
the standpoint of a larger employer as 
follows: 

1. Where the plan is contributory, 
split-funding relieves the employer 
from responsibility for employee con- 
tributions. It eases the trustee's in- 
vestment problem with regard to em- 
ployee money. Many contributory 
plans have, through collective bargain- 
ing or for other reasons, been changed 
to a non-contributory basis with refund 
of all prior employee contributions. 
If more trustees realized that the part 
of the fund arising from employee 
contributions is potentially call money 
at any time, they might keep this part 
of the fund in liquid securities despite 
the effect of depressing the total in- 
terest yield. Employee money turned 
over to an insurance company shares 
in a steady stream of high investment 
yield without loss of liquidity. 

2. The split-funding method gives 
an insured annuity to retired em- 
ployees, backed by an insurance com- 
pany certificate. Trust funds normally 
limit liability to the sufficiency of the 
fund. The insurance company guar- 
antee has psychological value at all 
times and very real value in event of 
discontinuance of the plan. In these 
days of sale and merger, discontinuance 
of the plan and transfer to another 
company of obligations is always a 
possibility. The trust fund is relieved 
of obligations to retired employees at 
the time when the insurance of the 
mortality risk becomes more important 
than the investment factor. 
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3. Most important,  split-funding 
should improve the over-all yield of 
the total fund. No idle cash need be 
held from an annual contribution to 
meet current disbursements to pen- 
sioners. Stocks may be purchased by 
trusteed funds to the percentage of 
the total fund desired. The money 
held by the insurance company will 
earn more than if invested in bonds 
by the trustee. Insurance companies 
maintain that they earn more on bonds 
than corporate trustees can because of 
the direct placement method which is 
widely used and because their con- 
tractual obligation (with no one look- 
ing over the shoulder), as contrasted 
with the trustee's fiduciary obligation, 
permits more latitude, imagination, 
and courage in the field of bond pur- 
chases. However, assuming the bond 
yield would be the same, the insurance 
company normally has a third or more 
of its assets in investments (primarily 
mortgage loans) which over a normal 
period produce higher than bond yields. 
Using hypothetical average rates of 
yield which are relatively not unrea- 
sonable, the point can be made clear 
in the following picture: 

Insurance company—?/; in bonds at 
3 per cent; 1/; in mortgages, etc., at 
3% per cent. Total average yield, 
3.25 per cent. 

Trust fund—2?/, in bonds at 3 per 
cent; 1/, in stocks at 5 per cent. 
Total average yield, 3.67 per cent. 

Split fund—lY2 with insurance com- 
pany at 3% per cent; 1 with trustee 
—lf, in bonds at 3 per cent and 1/ 
in stocks at 5 per cent. Total average 
yield, 3.79 per cent. 

“This illustration assumes net insur- 
ance company yields after investment 
expenses and federal tax on investment 
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income. Incidentally, it is confidently 
expected that the next session of Con- 
gress will enact a new tax law for 
insurance companies which will exempt 


pension funds from the federal tax on 
investment income. This would add 


about two basis points to the yield,” 
Mr. Hines noted. 


—Employee Benefit Plan Review, November, 1955, p. 11:3 


The U. $. Consumer: 


Does He Know His Own Mind? 


Are split-level houses here to stay? 
Will people tire of chrome on cars? 
What's the sales outlook for fresh 

milk in cans? 

Many a business man who must 
know is turning to motivation research 
for the answers to such questions. 
Trouble is, the technique is so new 
that no one really knows how effective 
it can be. 

The standard method of market re- 
search is for a business man to contact 
as many people as he can afford, have 
his interviewers ask them simple ques- 
tions, such as “Do you like this pack- 
age?” and tot up the answers for a 
majority opinion. But motivation re- 
search distrusts the simple yes or no 
answer. Its theory: Consumers’ 
opinions of frozen peas or television 
commercials are often so boxed in by 
emotional blocks or are so deeply buried 
in the subconscious that people are 
either unwilling or unable to tell the 
ordinary pollster the truth. 

To get at the truth, motivation re- 
searchers have adopted the “depth in- 
terview,” a sort of commercialized 
quickie psychoanalysis. Consumers care- 
fully selected by age, income, geograph- 
ical location, etc., are interviewed 
for as long as three hours apiece. Their 
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deep-set buying urges are sometimes 
even probed by that old psychiatric 
standby, the Rorschach ink-blot test. 
Instead of using a set questionnaire, 
the interviewer usually frames his 
questions as he goes along, encourag- 
ing the consumer to talk, looking for 
psychological clues, and often disguis- 
ing the real intent of the survey. “Pro- 
jective techniques” get the consumer to 
betray his real preferences by such de- 
vious methods as filling in balloons in 
cartoons, completing incomplete sen- 
tences or taking word-association tests. 
There may be little apparent connec- 
tion between the words and pictures 
and the subject of the survey. 

The idea of a full-scale scientific as- 
sault on consumer psychology is an old 
one, but it didn’t really take root until 
about 10 years ago. Since then, the 
motivation field has expanded enor- 
mously. Big-name companies have taken 
it up. Chrysler Corp.’s recent style 
change-over is partly the result of a 
motivation study made several years 
ago. Socony Vacuum changed its name 
to Socony Mobil only after it ran a 
$5,000 test to gauge customers’ reaction 
and found it good. Philip Morris con- 
ducted extensive psychological tests on 
consumers’ reactions to color combina- 
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nations and “masculine” vs. “feminine” 
associations with cigarettes before going 
ahead with the massive two-year proj- 
ect that produced its new Marlboro 
and the new red, white, and gold Philip 
Morris package. 

In scores of cases, motivation studies 
have already changed advertising cam- 
paigns, products, and sales approaches. 

As this kind of study has waxed in 
popularity, the army of motivation re- 
searchers has multiplied. Hundreds of 
clinical and social psychologists, sociol- 
ogists, anthropologists, and other acad- 
emicians have gravitated from cam- 
puses and clinics to market studies. 
One advertising agency, for example, 
now has five psychologists manning a 
special motivation department in its 
New York office. Another went so far 
as to bring in a hypnotist to help un- 
lock consumer psyches. 

Despite these advances, the entire 


field today is beset with confusion. In 
part, this is due to the multi-syllabic 
scientific jargon and the weakness of 
many researchers for glittering gen- 
eralities (e.g., “with all her loneliness 
and discipline, her high morals and 


small pleasures Mrs. Middle 
Majority is the bone and flesh and 
sinew, the veritable mother of Ameri- 
ca”). Still worse, the motivation fad 
has attracted a few researchers of 
doubtful qualifications and produced 
some weird reports. One psychologist, 
for instance, advised an airline to hire 
only middle-aged stewardesses, and thus 


allay passengers’ fears of flight by play- 
ing on their mother complexes. 

The situation is further confused by 
squabbles among researchers themselves 
Some motivation specialists, bidding 
for business against the statistical re- 
search firms, ridicule the “nose count- 
ers” with their vast samplings of 
“superficial” opinion. The nose count- 
ers retort in kind, blasting the “head 
shrinkers” and their “statistically mean- 
ingless” findings. 

There are few completely objective 
opinions to be had on motivation re- 
search. Chances are that only time can 
clear up the muddle; not till the fad 
aspects have simmered down and some 
of the secrecy has lifted will business 
men have a clearer idea of what moti- 
vation research is and what it can do. 

Meanwhile, as advertising and sales 
executives struggle to get their moti- 
vational bearings, they are themselves 
being subjected to a little motivational 
analysis. A leading motivation research 
firm recently interviewed 200 admen 
(in a survey for Sponsor magazine) 
and concluded that they were more 
apt to select media on the basis of 
“fear” and “insecurity” than on logical 
grounds. 

This drew a rebuttal of sorts not 
long ago, when a New York adman 
announced he was firing his own staff 
psychologist. “I may have butterflies 
in my stomach,” he said, “but these 
guys have butterflies in their heads.” 


—Condensed from Newsweek, October 10, 1955, p. 89:3. 





MEET YOUR COMPETITOR: More and more companies are displaying posters 


which show products manufactured by competing firms. 


For example, 


the Pullman-Standard Car Manufacturing Co. posts orders received by 
competitors, comparing them with the orders Pullman-Standard got. 
—The Foreman’s Letter (National Foremen’s Institute, Inc.) 
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Are We Too Deep in Debt? 


Economic activity rose to new rec- 
ord levels during 1955. Contributing 
to this rise were the booming auto 
mobile and building industries, from 
which prosperity was reflected in al- 
most all lines, especially steel, building 
materials, rubber and related indus- 
tries. For both autos and _ housing 
particularly, the first half of 1955 
set all-time records, as did Gross Na- 
tional Product, which reached an 
annual rate of $385 billion. The ap- 
parent strength of the economy was 
gratifying in view of the “soft spots” 
which had appeared just 12 months 
earlier. 

But behind these economic records 
there lay other developments which 
dampened some of the enthusiasm. The 
boom in housing, automobiles, and 
other durables was financed to a large 
degree by personal debt. Consumer 
credit and mortgage debt kept pace 
with the rate of sales of cars and 
homes. The total volume of consumer 
credit outstanding increased by 13 per 
cent during the 12-month interval 
ending last June 30th. 

Are we heading for trouble as a 
result of the recent sharp increases in 
personal debt? Are there any critical 
levels beyond which debt expansion 
spells trouble? 

There are at least three different 
aspects to the debt problem, although 
the distinctions among them are 
often blurred. The first aspect deals 
with the impact of expanding debt 
on the future level of general business 
activity; the second with the ability 
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of borrowers to carry the interest bur- 
den; and the third with the ability of 
borrowers to repay the principal. 

It is a matter of common observa- 
tion that periods of borrowing must be 
followed by periods of repayment. 
We cannot continue indefinitely to 
spend more than we earn. Thus, when 
personal debt is expanding rapidly, as 
at the present time, it follows that 
the stimulus to the economy will be 
removed when the volume of debt 
increases less rapidly, remains un- 
changed, or is paid off. 

It is interesting to note, in this 
connection, that consumer credit and 
mortgage debt were increasing at an 
annual rate of about $12 billion more 
in the first quarter of 1955 than in 
the same quarter of 1954. At the 
same time, Gross National Product 
was increased by an annual rate of 
$15 billion. Thus, about four-fifths of 
the rise in economic activity was re- 
flected in the expansion of personal 
debt. Without this stimulus the most 
important single factor in the 1955 
boom would have been lacking. It is 
for these reasons that the rate of in- 
crease in personal debt is so important 
in the economic outlook. 

In the past, excessive expansion of 
credit has tended to characterize pe- 
riods of boom and created problems 
which contributed to subsequent re- 
cessions and depressions. Consumer 
credit and mortgage debt have in- 
creased from about $24 billion at the 
end of 1945 to about $110 billion 
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currently. During this same period, 
other types of private debt, including 
stock market credit, farm credit, busi- 
ness borrowing, and so forth, have 
increased from about $116 billion to 
$250 billion. Total private debt has 
risen from $140 billion to $360 billion. 
There is no way to determine in ad- 
vance how long this expansion can 


go along successfully or what heights 
the total may reach. But the rapidity 
of the rise, the tendency to keep 
credit terms as favorable as possible 
and a too great reliance on the idea of 
borrowing and buying on time sug- 
gest that in the long run further in- 
creases in debt should not be viewed 
with equanimity. 


—JuLes BACKMAN. Challenge, October, 1955, p. 11:5. 





For the Specialist .. . 











Property Insurance: Are Your Values Up to Date? 


Since REPLACEMENT costs have risen 
from 25 to almost 50 per cent on 
nearly all types of property and equip- 
ment during the past five years, and 
from all indications will continue to 
rise, corporate insurance buyers should 
periodically review their property cov- 
erage to make certain their companies 
will be protected if a loss should take 
place a year or two hence. 

In this connection, it is important 
to consider the relationship between 
replacement values and the cost which 
may be incurred in repairing a partial 
loss. Repairing a partial loss always 
develops costs which are dispropor- 
tionate to the current replacement 
value of the unit as a whole. This is 
because repairs involve certain ex- 
traneous charges that are not relative 
to the restoration of the building, ap- 
purtenance, leasehold improvement, 
machine, installation, or minor item of 
equipment. Total replacement values 
as shown in an appraisal give consid- 
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eration to large-scale purchase of mate- 
rials, mechanical handling in large 
quantities, efficient erection of pre- 
fabricated construction and every ad- 
vantage modern erection methods af- 
ford. 

In repairing a partial construction 
loss there are many extraneous charges. 
These include the demolition and 
debris removal, getting the affected 
area ready for the new construction, 
and the added cost of building a com- 
paratively small area without the large- 
scale advantages mentioned above, for 
the unit as a whole. To avoid costs 
distortion, these extraneous charges 
should be set out so that the repair 
cost does not misleadingly indicate im- 
provement. The betterment can be 
further warped by comparing it with 
the sound value instead of the re- 
placement cost to which it is related. 
To do so would be to indicate an in- 
correct coinsurance penalty or an un- 
warranted depreciation credit. 








If you are insuring a conventional 
structure of 10, 30, or 50 years ago, 
you will have to insure it on the basis 
of its cost to replace less depreciation. 
Since the policy does not call for new, 
but for old, it may be timely to learn 
what would happen if you were to 
have a serious fire today. 

When the buildings are not owned 
by the occupant, the appraisal sets 
forth a classification of property called 
leasehold improvements, sometimes 
called “tenants’ improvements,” or 
“improvements and betterments.” This 
classification includes store fronts, ele- 
vators, flooring, lighting and power 
wiring, heating, plumbing, air condi- 
tioning, insulation, paneling, partitions, 
and other installations that were paid 
for by the tenant and in which he has 
an insurable interest. 

Until three years ago, the adjusters 
could insist on depreciating these im- 


provements over the period of the 


lease, based on the cost. In 1952, a 
new insurance endorsement was issued 
that guarantees to indemnify the in- 
sured for all damaged or destroyed im- 
provements providing they are re- 
stored or replaced after the loss, and 
of course, providing they are covered 
with adequate insurance. 

The question arises over the amount 
of insurance necessary to comply with 
the coinsurance clause and justify the 
restoration or replacement of these 
betterments. If the companies agree 
to indemnify the assured against loss 
of these fixtures, coverage must be 
placed on the basis of their correct in- 
surable value to the owner at the time 
of the loss. 

It is extremely important to comply 


with the policy agreement by maintain- 
ing accurate current replacement values 
adequate to provide detailed evidence 
of loss. Without a listing of all the 
assets, you would not be in a position 
to furnish the complete inventory of 
the destroyed, damaged, or undamaged 
property, much less show in detail the 
quantities, costs, actual cash value, and 
amount of loss claimed. 

The settlement can be expedited by 
presenting an intelligent proof of loss 
which sets forth the component parts 
of the property destroyed. In this 
way, an early agreement can be reached 
on a large percentage of the claim. 

It is difficult to keep up with 
present replacement values without an 
inventory of all the assets and the 
cost to replace them, new, today. The 
actual cash value named in the policy 
has been through the courts for years 
without a clear definition of how to 
gauge replacement value less deprecia- 
tion. The better way is to base your 
insurance coverage on a certified ap- 
praisal that will put the burden of 
proof on the insurers. 

When you have the coinsurance 
clause and pro rata distribution clause 
there are two other good reasons for 
being certain the properties are in the 
correct category and included in the 
risk as they were intended to be ac- 
cording to the endorsement. Since this 
endorsement says there is no liability 
when property is not repaired, rebuilt, 
or replaced or that liability is restricted 
to the actual cash value, it goes with- 
out saying that serious consideration 
should be given to current replacement 
values and the actual cash value at the 
time of the loss. 


—James J. Warp. The Weekly Underwriter, November 26, 1955, p. 1246:6. 
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PAY BY THE YEAR: CAN THE UNIONS AF- 
FORD IT? By Harold J. Ruttenberg. Harper's 
Magazine (49 East 33 Street, New York 
16, N.Y.), December, 1955. 50 cents. In 
1943 the author, an economist for the 
CIO Steelworkers’ Union, said _ that 
“workers who live by the year should be 
paid by the year.” Today, as a company 
president, he states his continued ad- 
herence to this principle—but only pro- 
vided that unions agree to assume certain 
unaccustomed and possibly unwelcome re- 
sponsibilities. 


THE EISENHOWER SHIFT. By Charles J. V. 
Murphy. Fortune (9 Rockefeller Plaza, 
New York 20, N. Y.), January, 1955. 
$1.25. Whether it’s Eisenhower himself, or 
some other, the G.O.P. presidential candi- 
date this year will be running on the record 
of the Eisenhower administration—a record 
which includes a major shift away from ex- 
panding government controls. In this article, 
first of a series, the author attempts to ex- 
plore the development of the President's 
economic and political philosophy. 


PLANNING THE STRATEGY OF THE BUSINESS. 
By Ewing W. Reilley. Advanced Manage- 
ment (74 Fifth Avenue, New York 11, 
N. Y.), December, 1955. 75 cents. This 
article discusses such basic factors in long- 
range planning as choice of objectives, prod- 
uct planning, personnel strategy, and mean- 
ingful measurement of results. Each point is 
illustrated with examples from the actual 
experience of various companies. 


EVALUATING EXECUTIVES’ JOBS. By R. H. 
Hoge. Personnel Journal (Box 239, 
Swarthmore, Pa.), October, 1955. 75 cents. 
Every job up through the president’s can 
be evaluated, the author affirms; but 
evaluation of an executive position must 
take into account the personality and ap- 
proach of the incumbent. He describes a 
method assessing three main components: 
knowledge, mental activity, and account- 


ability. 
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DOG DAYS IN THE CONFERENCE ROOM. 
By Benedict Ray. Dun’s Review and Mod- 
ern Industry (99 Church Street, New York 
8, N. Y.), December, 1955. 75 cents. The 
committee chairman not only leads a dog's 
life but has other canine characteristics too, 
according to this author. Sketched here are 
such types as the setter (he sets), the 
pointer (he sticks to his point), the hound, 
the boxer, and other common breeds. 


ATOMIC ENERGY FOR PEACETIME USE. 
Business Information Bureau, Cleveland 
Public Library (Cleveland, Ohio), Decem- 
ber, 1955. 25 cents. Most business men 
know less than they'd like to about the in- 
dustrial potential of atomic energy. This 
annotated bibliography lists books, maga- 
zines, and articles under such headings as 
Aids for Top Management; Vocational Op- 
portunities; Applications; Costs; Investments. 


HOW GOOD ARE THE REASONS’ FOR 
MERGERS? By Charles L. Jamison. Michigan 
Business Review (School of Business Ad- 
ministration, University of Michigan, Ann 
Arbor, Mich.), November, 1955. Gratis. 
Is it reason or rationalization that lies 
behind the “urge to merge?” The author 
skeptically examines such arguments as 
diversification and income _ stabilization, 
increased sales, mutual financial support, 
cost reduction, and tax savings; finds these 
reasons sometimes valid, sometimes spe- 
cious; and urges that the interests of all 
parties concerned in a merger, including 
the public, be considered. 


INDUSTRIAL RESEARCH: GENIUSES NOW WEL- 
COME. By Francis Bello. Fortune (9 Rocke- 
feller Plaza, New York 20, N.Y.), January, 
1955. $1.25. Only a few years ago U‘S. 
industry was criticized for its neglect of 
basic—as opposed to applied—research; 
today many firms are financing research 
as fundamental in nature as, for example, 
an examination of the “law of gravity.” 
The author discusses budgets, methods, and 
motives guiding industrial-scientific studies. 
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JOBLESS-PAY PLANS AFTER SIX MONTHS. 
Alfred G. Larke. Dun’s Review and Mod- 
ern Industry (99 Church Street, New York 
8, N.Y.), December, 1955. 75 cents. Vari- 
ations among supplemental unemployment 
benefit plans are at least as great as those 
among pension and retirement programs, 
the author says. In this article he describes 
both common factors and new features in 
150 company plans covering a million or 
more industrial workers. 


WOMEN AT WORK IN PERSONNEL. By Edith 
M. Lynch. Personnel Journal (P.O. Box 
239, Swarthmore, Pa.), January, 1956. 75 
cents. Women show a good sense of timing 
in collective bargaining sessions (besides 
tending to improve the social climate), the 
author says. In this survey of women’s 
status in personnel work she points out 
both advantages and handicaps and con- 
cludes that today's entrants move into the 
profession more purposefully, less by 
chance than did their older sisters. 


AN ALTERNATIVE TO THE GUARANTEED 
ANNUAL WAGE. By Allan Weisenfeld. Labor 
Law Journal (214 N. Michigan Avenue, 
Chicago 1, IIl.), October, 1955. $1.00. 
The drive for GAW stems, in the author's 
view, largely from “deep dissatisfaction 
with existing state unemployment compen- 
sation and its administration.” He advo- 
cates a uniform program of public unem- 
ployment compensation hensiiee providing 
two-thirds of the first $4,200 of take-home 
pay. 
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MORE THAN 3% RETURN. By George C. 
Roddiger. Office Executive (132 West 
Chelten Avenue, Philadelphia 44, Penna.), 
December, 1955, 50 cents. A well-designed 
methods program can bring a high return 
in savings in almost any organization, as 
the cases cited in this article show. The 
author discusses the objectives, people, and 
operational details of a methods program, 
emphasizing that centralization of respon- 
sibility is the main key to its success, 
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ERI—YARDSTICK OF EMPLOYEE RELATIONS. 
By Willard V. Merrihue and Raymond A. 
Katzell. Harvard Business Review (Soldiers 
Field, Boston 63, Mass.), November-De- 
cember, 1955. $2.00. How are we doing 
with our employees? The ERI—Employee 
Relations Index—has been devised by the 
General Electric Company in an attempt 
to answer this vital question. In _ this 
article, the first to be published on the 
project, the authors describe the general 
approach, the specific steps taken to build 
the indicator, and results to date. 


HOW TO RETIRE WELL-HEELED. By Neil 
M. Clark. Saturday Evening Post, (Inde- 
pendence Square, Philadelphia 5, Penna.), 
December 17, 1955. 15 cents. Sears-Roe- 
buck employees own 26 per cent of the 
company through a profit-sharing and in- 
vestment plan designed to provide retirees 
with a comfortable income. In this article 
the author describes the plan's history and 
working procedures. 


HOW RYAN’S WORK-SIMPLIFICATION PRO- 
GRAM GETS RESULTS. By Helen Waterman. 
American Business (4660 Ravenswood 
Avenue, Chicago 40, IIll.), November, 
1955. 35 cents. Over 500 supervisors have 
attended work-simplification courses at the 
Ryan Aeronautical Company (with ex- 
tremely good results, cost-wise). This 
article describes the small-conference pro- 
cedure which developed interest and active 
participation on the part of first-line man- 
agement. 


HOW TO WRITE YOUR REPORT THE WAY 
MANAGEMENT WANTS IT. By J. F. Gustaf- 
son. Purchasing (205 East 42 Street, New 
York 17, N.Y.), November, 1955. $1.00. 
Don't “begin at the beginning,” begin at 
the end, the author advises, if you would 
have your report appreciated by top 
management. State your conclusions first, 
then the supporting facts, sources, and 
reasoning. The purpose is to communicate 
ideas rather than to stun with sheer 
weight of research. 
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THE PUNCHED CARD ANNUAL, 1955-56. 
The Punched Card Publishing Company 
(502 Maccabees Building, Detroit 2, Mich.). 
$7.50. One article in this 200-page volume 
gives the results of a broad survey of ap- 
plications of machine accounting, in a wide 
variety of businesses. The other 110 articles 
get down to details such as “Payroll Sta- 
tistics,” “Punched Card Billing and Ac- 


counting Records Procedures,” and the like. 
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UNIVERSAL MAINTENANCE STANDARDS. By 
Harold B. Maynard and G. J. Stegemerten. 
Factory Management and Maintenance (330 
West 42 Street, New York 36, N.Y.), No- 
vember, 1955. 50 cents. When maintenance 
werk is analyzed the average daily-paid 
worker is found no more than 50 per cent 
effective, the authors report. But proper 
standards and incentives will help him more 
than double his output, at lower per-job 
cost to the company. Presented here is a 
method of measuring maintenance jobs and 
installing appropriate incentives. 


STOP THE PILFERING IN YOUR PLANT. By 
Herbert G. Anderton, Jr. Mill & Factory 
(205 East 42 Street, New York 17, N.Y.), 
October, 1955. 50 cents. The plant thief 
may be an old, well liked, and respected 
employee who feels no special pangs of 
conscience since he does not believe his 
pilferage will be missed, says the author, 
an insurance company expert. But the little 
losses add up to a big bill for management. 
In this article, methods are suggested of 
cutting the temptation to steal, reducing 
the opportunity, and outwitting the in- 
genuity of pilferers, without creating a 
“police atmosphere” in the plant. 


INTERNAL AUDIT AND CONTROL OF A 
PURCHASING DEPARTMENT. Institute of In- 
ternal Auditors (120 Wall Street, New 
York, N.Y.), Research Committee Report 
No. 2. $1.00. More can be gained from 
internal auditing of a department than 
protection against fraud and error, say the 
authors of this comprehensive 50-page 
pamphlet. They describe a technique of 
auditing which is currently used by many 
corporations and which they feel could be 
used by many more, to improve their 
administration and control of purchasing. 
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HOW TO PLAN YOUR PHONE SYSTEM. 
By J. B. Smith and S. E. Fort. Factory 
Management and Maintenance (330 West 
42 Street, New York 36, N.Y.), December, 
1955. 50 cents. A telephone system that 
was perfectly adequate a few years ago may 
be inadequate today, the authors point out. 
They provide both a questionnaire for 
analysis of telephone needs and a guide to 
special types of equipment. 


FITTING EYESIGHT TO JOB NEEDS. By 
William Meals. Factory Management and 
Maintenance (330 West 42 Street, New 
York 36, N.Y.), November, 1955. 50 cents. 
Unsuspected eye defects of employees raise 
costs and lower profits in many plants, the 
author says. An optical service program 
costing less than a single bad accident will 
help workers improve their vision, and will 
help also to fit them into appropriate jobs. 


A COMPREHENSIVE SAVINGS SURVEY FOR 
THE PURCHASING DEPARTMENT. By Brenton 
Riha. Purchasing (205 East 42 Street, New 
York 17, N. Y.), December, 1955. $1.00. 
Since purchasing in many manufacturing 
companies expends about half of the sales 
dollar, says the author, the importance of 
systematic cost control in this activity 
is obvious. This article offers a concise 
outline of a study of purchasing condi- 
tions, methods, and values designed to 
save money in such areas as organization, 
clerical costs, quantity purchasing, spec- 
ifications, pricing techniques, and trans- 
portation. 


FRUSTRATIONS IN CONFERENCES. By Gloria 
Fowler. Industrial Relations Section, Cali- 
fornia Institute of Technology (Pasadena, 
Calif.), Circular No. 22. Gratis. Most 
dificulties in communication have to do 
with the impact of human beings on each 
other, the author says; conferences should 
therefore be used not merely for solving 
technical problems but also as a means 
for improving cooperative relationships. 
She discusses 14 specific tension-provoking 
situations in a conference—for example, 
lack of acquaintanceship of the partici- 
pants, inability to get started, and inter- 
ruptions. 
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“GIVE THE DEVILS NO MERCY.” By William 
H. Whyte, Jr. Fortune (9 Rockefeller 
Plaza, New York 20, N.Y.), December, 
1955. $1.25. We've come a long way since 
*39. So, at any rate, it would seem from 
this incident-packed story of one trainee’s 
blood-and-guts introduction to the harsh 
realities of selling, back in the days when 
the customer was the enemy and only col- 
lege professors talked about human rela- 
tions. 


WHEN ATOMIC ENERGY IS READY, WILL YOU 
BE READY FOR IT? By Cameron Day. 
Printers’ Ink (205 East 42 Street, New 
York 17, N.Y.), November 18, 1955. 25 
cents. Atomic power and testing materials 
will be important to both industrial and 
consumer markets, but only a few com- 
panies have begun to carve out a place 
for themselves, the author reports. He dis- 
cusses the principal promotions and pro- 
moters and advises marketing men who ex- 
pect to figure in this field to get moving. 


PUTTING YOURSELF IN THE DO-IT-YOURSELF 
MARKET. Management Methods (141 East 
44 Street, New York 17, N.Y.), December, 
1955. 50 cents. Home hobbyists offer manu- 
facturers of industrial products a brand- 
new, rapidly expanding market, the authors 
point out; for example, they are now buy- 
ing building materials at the rate of $6 
billion a year. Case histories are given of 
successful promotions of plastics, plywood, 
and aluminum. 
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ACCOUNTING IN MANAGEMENT. By Joel 
Hunter. The Journal of Accountancy (270 
Madison Avenue, New York 16, N.Y.), 
November, 1955. 75 cents. Management's 
need for intelligent forecasting has brought 
accountants “down from their high stools” 
to a seat at the planning table, the author 
shows. Now, such developments as elec- 
tronic data processing machines and “oper- 
ations research” decision procedures raise 
the question whether accounts will retain 
their position or will be replaced by a 
new group of technical specialists. 
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THE AIRCO STORY. Industrial Marketing 
(200 East Illinois Street, Chicago 11, Ill.), 
December, 1955. 25 cents. A primary 
function of advertising in the marketing 
operation of the Air Reduction Co. is 
to give the salesmen a selling tool to in- 
crease their own product knowledge and 
to promote sales to customers. This article 
describes the organization and operation 
of the AIRCO advertising department, 
which has the job of conducting and 
coordinating the promotional activities of 
seven operating divisions. 


SHOULD THE SALES CHIEF MAKE “SOLO” 
CALLS ON CUSTOMERS? Sales Management 
(386 Fourth Avenue, New York 16, 
N. Y.), October 1, 1955. 50 cents. 
Opinions of 17 sales chiefs surveyed here 
range all the way from “I insist that our 
sales managers make occasional calls with- 
out the local representative’ to “Policy 
is strict in our company—no solo calls.” 
Most of the answers are, however, qualified 


by special conditions under which the 
solo calls should be made. 
TWELVE THOUSAND COMPANY PLANES. 


By Spencer Klaw. Fortune (9 Rockefeller 
Plaza, New York 20, N.Y.), January, 1955. 
$1.25. Business flying accounts for more 
plane-miles and plane-hours than all do- 
mestic airlines put together. In this survey 
the author gives pictures, specifications, and 
approximate operating costs of 16 of the 
better-known types of business aircraft. 


SCHEDULED PREPARATION OF A_ BUDGET 
PROGRAM. By Kelvin L. Shields. N.A.C.A. 
Bulletin (505 Park Avenue, New York 22, 
N.Y.), November, 1955. 75 cents. The 
budget is conceived by the author as an 
over-all Operating program covering not 
only figures and financial data but, in 
narrative form, statements of specific goals 
for each unit of the organization. He de- 
scribes the methods used to arrive at such 
a program in his own multi-division firm, 
Koppers Company, Inc. 
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ANNUAL REPORTS: STRUCTURE AND ANATO- 
MY. By Armand J. Prusmack. Reprinted 
from Productionwise by Lind Brothers 
(121 Varick Street, New York, N. Y.). 
Gratis. This brief pamphlet, which in- 
cludes a checklist of the key elements to 
be included in an annual report, is pri- 
marily a discussion of design and handling 
which will carry out a distinctive and at- 
tractive theme. 


THE ECONOMY'S SCOUTS. By Charles E. 
Silberman and Sanford S. Parker. Fortune 
(9 Rockefeller Plaza, New York 20, N.Y.), 
December, 1955. $1.25. Accepted notions 
of government's proper role in a capital- 
istic economy have shifted from “do noth- 
ing” to “do something,” even though the 
experts don’t agree unanimously on how 
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RECENT CHANGES IN LIABILITY FORMS AND 
THE EFFECT ON COVERAGE. By Thomas 
A. Garvey. The National Insurance Buyer 
(American Society of Insurance Manage- 
ment, Hotel Martinique, Broadway and 32 
Street, New York 1, N.Y.), December, 
1955. 50 cents. Forms of general liability 
policies have been changed in order to 
define and delimit clearly the various types 
of risk. In this article the author surveys 
these changes and discusses their effect on 
insured businesses. 


MYTHS AND REALITIES IN UNEMPLOYMENT 
INSURANCE. By Philip Booth. Employment 
Security Review (U. S. Department of 
Labor, Washington, D. C.), December, 
1955. 20 cents. Contrary to widespread 
impressions, few unemployment insurance 
beneficiaries stay out of work long enough 
to collect the maximum number of pay- 
ments, the author says. His rundown of 
statistical and procedural realities indicates 
that workers prefer jobs to compensation, 
that few frauds are committed, and that 
the insurance system benefits the entire 
economy. 


PROPOSAL: A BILLION MORE FOR SOCIAL 
SECURITY. Nation’s Business (U.S. Chamber 
Building, Washington 6, D.C.), Novem- 
ber, 1955. 60 cents. This article analyzes 
the alignment of forces for and against the 
Cooper Bill (H.R. 7225) which would in- 
crease benefit payments up to $2 billion 
the first year by extending benefits to new 
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much ought to be done. The authors de- 
scribe the emergence of “operational eco- 
nomics”—the use of economic analysis and 
forecasting as a government and manage- 
ment tool—and describe the diverse duties 
of economists in a number of businesses. 


USE OF BREAKEVEN FOR PROFIT PLANNING. 
By Harry W. Krotz, Jr. Retail Control (100 
West 31 Street, New York 1, N.Y.), Sep- 
tember, 1955. 75 cents. Profits depend on 
excess of sales over the breakeven point— 
and the first step in lowering this point, the 
author feels, is to assign accountability for 
each item of expense to a single individual. 
He describes the organizational and training 
steps necessary in a retail operation to 


enable each manager to control costs for 
which he is responsible. 


groups of the disabled and the self-em- 
ployed and by lowering the eligibility age 
of women, but which would also boost 
social security taxes 25 per cent, or about 
$1.3 billion. Supporters say the bill is 
needed to fill serious gaps in social security, 
but opponents argue that the size of the 
burden “would have unpredictable and 
far-reaching impact” both on social security 
and on private pension plans. 


THE COST ACCOUNTANT AND USE AND 
OCCUPANCY INSURANCE. By C. Spangsberg 
Soe. Cost and Management (31 Walnut 
Street South, Hamilton, Ont., Canada), 
December, 1955. 50 cents. When fire in- 
terrupts a business, only accounting pro- 
cedures can determine the proper amount of 
insurance compensation, says the author. 
He illustrates with an account of how in- 
surance was planned for a two-plant com- 
pany, and how losses were calculated when 
one plant was partially destroyed by fire. 


THE INSURANCE FUNCTION AND ITS AUDIT. 
By Kenneth N. Cervin. The Internal Audi- 
tor (120 Wall Street, New York 5, N.Y.), 
December, 1955. $1.00. Auditing a firm's 
insurance program requires special prepara- 
tion and perspective, the author points out. 
He reviews various types of coverage— 
among them fire, liability, business inter- 
ruptions, group insurance, and crime—and 
outlines procedures for auditing certain as- 
pects of these coverages. 
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DEVELOPING YOUR EXECUTIVE 
SKILLS. By Auren Uris. McGraw- 
Hill Publishing Co., New York, 
1955. 270 pages. $4.50. 


Reviewed by Harry A. Bullis* 


Years ago, someone observed that 
if a man could make correct decisions 
51 per cent of the time he would be 
succesful. Be that as it may, we all 
know that the margin between success 
and failure may be very narrow. In 
Developing Your Executive Skills, 
Auren Uris expounds this philosophy 
and reasons that often it is the “slight 
edge” one man may have in a given 
situation that gets him the nod. There- 
fore, the problem for the average execu- 
tive is how to gain that “slight edge” 
which will put him out in front. 


Mr. Uris brings a practical approach 
to the problem. He asks some very 
incisive and pertinent questions and 
then proceeds to outline principles and 
methods which any executive can use 
to find the answers in his own case. He 
leads us through a_ self-examination 
that enables us to judge our own per- 
formance as executives. He asks us to 
look over the methods we use when 
we go about solving problems and mak- 
ing decisions. He tells us that there is no 
one best way to exercise leadership, and 
then proceeds to analyze the types and 
qualities of leadership and where each 
might find application. The successful 
leader knows when to use democratic 
processes of discussion and consulta- 
tion in making decisions, when to make 
decisions alone and give the orders, and 
when to allow subordinates free rein. 


* Chairman of the Board, General Mills, Inc. 
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In other words, the executive should 
shape his methods to suit conditions 
rather than follow any arbitrary rule 
or concept. 

It is axiomatic that “knowledge is 
power.” In a business organization 
knowledge comes from good communi- 
cations up and down the line. The 
effective executive, then, sees to it that 
the channels are well defined and clear, 
and that they yield accurate information. 

One section of Mr. Uris’ book is 
devoted to “Working With People.” 
It is highly important for anyone who 
has ambition to realize that very few 
individuals can attain success alone; 
success comes by working with and 
through others. Every organization is 
made up of all kinds of people, each of 
whom does his best work when in a 
job suited to his particular combination 
of talents. But beyond that, people 
need to be motivated. It takes some- 
thing more than order-giving to get 
a man to put forth his best. 

Do you want to preserve your sanity 
and let someone else get the ulcers? 
Then follow the author’s advice to 
delegate. “The man you delegate won't 
do the job the way you would do it,” 
but don’t give up—you both can learn. 
When it comes to solving problems, 
Mr. Uris describes what he calls the 
“hunch-munch-punch” approach and 
suggests that there are better ways 
to identify, gather, categorize, and 
analyze facts. He tells us to beware 
of the easy method that is almost a 
solution. 

Mr. Uris has a sound piece of ad- 
vice for the executive who may be 
thinking of looking outside his com- 
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pany for a better job. Such an execu- 
tive, he points out, might better do some 
real job-hunting in his own organi- 
zation first. 

Developing Your Executive Skills 
is a book that any executive can read 
with benefit. It is clearly and intelli- 
gently written, and seeks to advance 
no pet theories or rules for success. 
It will be stimulating to the man 
who wants to use his abilities and 
talents in a manner which will give 
him that “slight edge” which is so 
often the added ingredient needed for 
success. 


BIG BUSINESS _ LEADERS 
AMERICA. by W. Lloyd Warner 
and James C. Abegglen. Harper & 
Bros., New York, 1955. 243 pages. 
$3.75. 


Reviewed by William F. Whyte* 


IN 


Where do today’s business leaders 
come from? Are we developing a 
closed class system, in which the top 
business positions are only open to the 
sons of business and professional men? 
Is it still possible for the man without 
a college education to reach the top? 
What are today’s business leaders like, 
psychologically and _ socially? What 
about their wives? To what extent does 
a man’s business success depend upon 
his wife? 

These and other related questions 
are tackled in the Warner-Abegglen 
book. This is one of the most signifi- 
cant books about American society that 
has appeared in recent years. It is 
significant for two reasons. In the first 
place, the questions it deals with are 
basic to an understanding of American 
society. In the second place, it does 
not stop with presenting a static pic- 
ture of American business leaders to- 


* New York State School of Industrial and Labor 
Relations, Cornell University. 
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day. The authors designed their project 
so as to permit a comparison with 
the conclusions of Taussig and Joslyn, 
in American Business Leaders, which 
was based upon 1928 data. We thus 
have two studies approximately a quar- 
ter-century apart on which we can 
plot social trends. 

The authors’ conclusions are based 
upon a questionnaire sent out to 17,546 
business leaders (on which they re- 
ceived a return of aimost 50 per cent) 
and upon intensive interviewing of a 
much smaller number of the men and 
their wives. Their research methods are 
described in much greater detail in a 
companion technical volume, Occupa- 
tional Mobility in American Business 
and Industry 1928-1952, (University 
of Minnesota Press, 1955). 

It has been widely believed that, with 
the closing of the western frontier, 
social mobility from low to high levels 
has been becoming increasingly rare. 
This study points to a contrary con- 
clusion. Of course, the sons of busi- 
ness and professional men have a much 
better chance to reach top business 
positions than the sons of workers or 
farmers. However, the impressive 
thing to note is the extent to which 
the channels from below are still open. 
In fact, the authors show that business 
leaders today are the sons of white- 
collar workers, farmers, or laborers to a 
significantly higher degree than were 
their counterparts in 1928. They also 
find that the big business organization 
has a favorable effect upon this mobil- 
ity process, for in the small business 
the ties of personal “connections” are 
likely to play a more prominent role 
in advancement. 

Apparently the continued openness 
of our society depends in part upon 
the dynamic expansion of American 
industry over the past two decades. 
The authors find that mobility has been 
much more rapid in industries that 
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have expanded rapidly than in those 
where the expansion has been slower. 
A stagnating economy might well lead 
to a much more rigid system of social 
classes. 

The authors’ interesting analysis of 
the personalities of the business leader 
and of his wife cannot be summarized in 
a brief review. Just one comment: Ap- 
parently the wife of the socially mobile 
business man has less to do with his 
success than many have supposed. In 
most cases, we find the wife living 
in a completely separate world from 
that of her husband. 

In interpreting this study, we should 
keep one caution in mind: The conclu- 
sions of this study cannot automatically 
be applied to the men who are begin- 
ning business careers today. For ex- 
ample, we note that in 1952, 57 per 
cent of the business leaders were col- 
lege graduates. We may be surprised 
to find that such a large proportion had 
not graduated from college. However, 
only 32 per cent of the business leaders 
in 1928 were college graduates. On 
this basis, we might predict that the 
business leaders of 1980 will be per- 
haps 75 per cent college graduates. 
Clearly, the chances for mobility of 
the non-college man entering industry 
today are much lower than they were 
in his father’s day. In the authors’ 
words, education has become “the royal 
road” to high business positions. Of 
course, the proportion of our popula- 
tion going through college has been 
steadily increasing, so this route to 
mobility is still open to many talented 
young men of humble background. 

One minor annoyance in the text: 
Charts #3 and #10 have been 
switched. If the reader does not realize 
this, he will be looking for data on 
the grandfathers and fathers of the 
business men and instead find data on 
whether these men came from city, 
town, or country. 
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MOTION AND TIME STUDY. By 
Gerald Nadler. McGraw-Hill Book 
Company, Inc., New York, 1955. 
612 pages. $7.50. 


Reviewed by Robert F. Goodwin* 


Designed for both practitioners and 
students in the general field of indus- 
trial engineering, this is a well-organ- 
ized and surprisingly comprehensive 
book. In fact, it is an outstanding 
source for specific techniques and their 
form and application in methods analy- 
sis and work measurement, and might 
well make an excellent text for college- 
level courses. 

The author has included considerable 
material not generally available in 
older texts. Much of this information 
has been developed in response to de- 
mand for an industrial engineering ap- 
proach in such fields as hospitals and 
merchandising. An example of this may 
be seen in Chapter 11, “Other Analysis 
Techniques,” where various devices for 
measuring non-repetitive work are dis- 
cussed. 

Motion & Time Study is logically 
organized, presenting the problems and 
procedures in methods work prior to 
any discussion of setting time stand- 
ards. These earlier sections include the 
use of process charts, Simo charts, 
multi-activity charts, and other specific 
methods analysis techniques. Their use 
is well demonstrated. Following this, 
Professor Nadler discusses the design, 
selection, testing, and installation of 
new methods. In a concise, orderly 
fashion we are shown the considerations 
—some economic, others psychological 
—involved in making the most useful 
applications of methods designs. 

The latter half of the book concerns 
techniques for standards setting. While 
more coverage could have been given 


* Chief Industrial Engineer, Adel Division, 
Gencral Metals Corp., Burbank, California. 
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the uses and applications of time stand- 
ards, most of the basic techniques are 
thoroughly explored. In addition, results 
of recent research have been included 
where they contribute to problem dis- 
cussion. The book also includes a mo- 
tion-picture bibliography, referenced to 
each chapter, as well as an extensive 
problem section. 

The treatment Professor Nadler ac- 
cords to the systems of predetermined 
motion time values such as Methods- 
Time-Measurement, work factor, etc., 
is noticeably brief. To this reviewer it 
appears that the author has failed to 
recognize the practical value of these 
procedures to the methods engineer; 


nor is it clear why their use in stand- 


ards-setting has been so readily dis- 
missed on grounds of inaccuracy. 

It is gratifying to note, however, 
that two important aspects of industrial 
engineering work have for once been 
given proper emphasis. The first is, 
in the author’s words, that “the amount 
of detail and accuracy required of both 
qualitative and quantitative techniques 
varies over a wide range, dependent 
on the requirements of the situation.” 
Understanding of this principle in prac- 
tical application work is the key tech- 
nical problem in industrial engineering. 
The second aspect properly emphasized 
is the importance of the human rela- 
tions problems inherent in the indus- 
trial engineer’s job. 
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WORLD COMMERCE AND GOVERNMENTS. By W. S. Woytinsky and E. S. Woytinsky. 
The Twentieth Century Fund, New York, 1955. 907 pages. $10.00. Part I of 
this comprehensive study describes and analyzes the present composition of world 
trade, its trends and probable direction, balances of payments and international 
investments, tariffs, trade agreements, and trade restrictions. Part II provides a 
detailed examinaton of the world network of land, sea, and air transportation. In 
Part III, individual governments and their organization, expenditures, and revenues, 
and the various agencies of international cooperation are surveyed. 


ABSENTEEISM. Research Council for Economic Security, 111 West Jackson Boule- 
vard, Chicago 4, Ill. 1955. 87 pages. $3.50. A summary of the discussions at a 
seminar and workshop on absenteeism conducted by the Research Council for 
Economic Security in December, 1954. In addition to sessions on identifying and 
measuring absenteeism, control of absenteeism, controlling and preventing illness 
absence, and employee benefit plans, the report contains a selection from the ex- 
hibits used and some additional specially selected source material. 


VOCATIONAL INTEREST MEASUREMENT: Theory and Practice. By John G. Darley and 
Theda Hagenah. The University of Minnesota Press, Minneapolis, Minn., 1955. 
279 pages. $5.00. Designed to help counselors understand the full meaning of 
the test scores they obtain in the use of the Strong Vocational Interest Blank, this 
book discusses the meaning of work and jobs in our society, analyzes interest pat- 
terns, and discusses the relationship between interests and personality. The place of 
interest measurement in the counseling process is illustrated through a series of 
case histories. 
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PROCEEDINGS OF THE FIFTH ANNUAL INSTITUTE ON INDUSTRIAL ENGINEERING. 
American Institute of Industrial Engineers, Inc., 145 North High Street, Columbus, 
Ohio. 1955. 131 pages. $4.00. Included in these proceedings are papers on new 
top-management techniques, management control, some new industrial engineering 
principles, and automation. 


BRITAIN VIEWS OUR INDUSTRIAL RELATIONS. By Mark J. Fitzgerald. University of 
Notre Dame Press, Notre Dame, Ind., 1956. 221 pages. $4.25. Based on an 
analysis of the reports of the British teams which visited this country under the 
auspices of the Anglo-American Council on Productivity between 1948 and 1953, 
as well as on personal interviews with team members in England, this study pin- 
points those aspects of American industrial relations which the teams considered 
important contributions to our high rate of productivity. 


THE FOREMAN’S HANDBOOK. Edited by Carl Heyel. McGraw-Hill Book Company, 
New York, 1955. 578 pages. $6.50. This third edition of a well-known hand- 
book includes new material on modern developments in statistical quality control, 
predetermined time standards, the “Standard Minute System™ of incentive wage 
payments, and a practical combination of the point system and factor comparison 





techniques in job evaluation. 
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PROCESS ENGINEERING ECONOMICS. By 
Herbert E. Schweyer. McGraw-Hill Book 
Co. Inc., New York, 1955. 409 pages. 
$7.50. 


LIFE INSURANCE FACT BOOK, 1955. Institute 
of Life Insurance, 488 Madison Avenue, 
New York 22, N. Y. 1955. 112 pages. 
Gratis. 


SECRETS OF SUCCESSFUL COLLECTIONS BY 
MAIL. By George A. Flanagan. New 
Voices Publishing Co., 24-25 77th Street, 
Jackson Heights 70, N. Y. 1954. 157 
pages. $3.50. 


INTRODUCTION TO REPRODUCING AND 
DUPLICATING: Office Equipment Handbook. 
Available from the Superintendent of 
Documents, U. S. Government Printing 
Office, Washington 25, D. C. 1955. 38 
pages. 30 cents. 


CREDITS AND COLLECTIONS IN THEORY AND 
PRACTICE. By Theodore N. Beckman and 
Robert Bartels. McGraw-Hill Book Co. 
Inc., New York, 1955. 612 pages. $6.50. 
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MINIMUM PRICE FIXING IN THE BITUMINOUS 
COAL INDUSTRY. By Waldo E. Fisher and 
Charles M. James. Princeton University 
Press, Princeton, N. J. 1955. 523 pages 
$10.00. 


PROPERTY INSURANCE. By John H. Magee. 
Richard D. Irwin, Inc., Homewood, IIl. 
1955. Third edition. 767 pages. $6.50. 


PROBLEMS AND CASES FOR CORPORATION 
ACCOUNTS AND STATEMENTS: An Advanced 
Course. By William A. Paton and William 
A. Paton, Jr. The Macmillan Co., New 
York, 1955. 184 pages. $3.30. 


VANDERBILT LAW REVIEW: A Symposium on 
Unemployment Insurance. Vanderbilt Uni- 
versity, Nashville 5, Tenn. 1955. 540 
pages. $2.00. 


READINGS IN COST ACCOUNTING, BUDGET- 
ING, AND CONTROL. Edited by William E. 
Thomas, Jr. South-Western Publishing Co., 
Cincinnati 27, Ohio. 1955. 785 pages. 
$6.50. 
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Production controls determine manufacturing 
profit. The effectiveness of these controls 
depends on constant attention to the daily 
problems that occur in every phase of 
manufacturing: costs, methods, planning, 
inventory, labor, purchasing, research, 
product development. 

These are the areas in which AMA 
publications—reports to management of 
actual company experience—can help you. 


SUCCESSFUL PRODUCTION PLANNING 
AND CONTROL— 
From Forecast to Final Delivery 


This comprehensive guide to effective production management shows how 
your company can set and meet current and future production goals. It 
tells how leading companies meet their goals efficiently, economically, and 
flexibly; plan for fluctuating demand; organize for new product and new 
process development; and solve problems created by rising manufacturing 
costs. Describes factors in a successful program, duties of managers of 
departments that can contribute to successful planning, etc. Descriptions of 
rors company programs. Speciat Report No. 5. $5.50 (AMA members: 
00) 


TESTED APPROACHES TO 
CUTTING PRODUCTION COSTS 


This new report shows you how to determine where and how your costs may 
be out of line. Specialists examine specific areas in which cost-cutting efforts 
should be most rewarding—purchasing, indirect labor, materials handling, the 
manufacturing cycle, quality control, traffic, inventory management, mainte- 
nance, paperwork. Includes highlights of four effective cost-reduction programs. 
Spectra. Report No. 4. $3.75 (AMA members: $2.50) 


GUIDES TO EFFECTIVE 
PRODUCTION MANAGEMENT 


Covers four important areas where production efficiency can be increased: 
The Coordination of Manufacturing and Warehouse Operations with Traffic 
and Transportation ® What Should Top Management Expect from Quality 
Control? © Controlled Inventories Mean Reduced Costs @ The Role of the 
Production Executive in Labor Relations. Includes a discussion of the 
production department’s responsibilities, by the president of Gillette Safety 
Razor. MANuFACTURING Series 218. $1.75 (AMA members: $1.00) 


PRODUCTION GUIDES AND CONTROLS 
FOR THE MODERN EXECUTIVE 


Leading manufacturing executives present their successful methods for meeting 
production problems. Includes papers on operations research, time and motion 
methods, and work sampling. MaNnuracturtnc Series 21]. $1.25 (AMA 
members: $1.00) 


Order from DEPARTMENT MF, AMERICAN MANAGEMENT ASSOCIATION, 1515 
Broadway, Times Square, New York 36, N. Y. 

AMA will pay oan paneee and handling charges on all orders accompanied by check or money 
order. Orders under $5.00 should be accompanied by remittance. Orders of $5.00 or more, unless 
accompanied by remittance, will be billed for postage and handling charges. Add 3% sales tax 
for orders to be delivered in New York City. 
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The technical aspects of American industry's multi- 
billion-dollar research programs are constantly explored 
in professional meetings and publications. The manage- 
ment aspect of the research function, however, has been 
relatively neglected. Yet no program in product research 
or development can succeed without adequate control 
ef administrative, financial, personnel, and other factors. 
There has been a special need for information on man- 
agement’s experience in these crucial areas. 

To provide industry with a source book of current 
information on the management of product research and 
development, the American Management Association has 
just published— 


Getting the Most From 
PRODUCT RESEARCH & DEVELOPMENT 


Key executives in 13 companies and a government agency draw on their 
own varied experience to show how to 


—organize a research program 

—select projects and set long-range goals 
—make the most of outside assistance 

—set up a system of cost controls 
—compensate and motivate research personnel 
—make the most of creative ability. 


GeTTING THE Most From Propuct RESEARCH AND DEVELOPMENT provides infor- 
mation useful to both large and small companies. It describes tested and successful 
ways of organizing the efforts of technical personnel. This Special Report helps 


the administrator make full use of new ideas, techniques, and developments. 


149 pages. SpeciaL Report No. 6. $3.75 (AMA members: $2.50) 
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HOW TO ORDER 


Order from Department MF, American Management 
Association, 1515 Broadway, Times Square, New 
York 36, N.Y. AMA will pay normal postage and 
handling charges on all orders accompanied by check 
or money order. Orders under $5.00 should be accom- 
panied by remittance. Orders of $5.00 or more, if not 
accompanied by remittance, will be billed for postage 
and handling charges. Add 3% sales tax for orders to 
be delivered in New York City. 
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